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Survey of Business Practices: 


Two-to-one Against Cash Discount 


SHARP cleavage of opinion regarding the justi- 

fication for cash discounts marks this month’s 
survey of business practices. The predominant opin- 
ion is that cash discounts have no economic value, but 
are a carry-over from earlier days when money was 
scarcer, credit risks were greater, and collection proce- 
dures more expensive than currently. The opposing 
view is that cash discounts are a business asset as 
they hasten collections and reduce bad-debt losses. 


While there are directly opposing views on a num- 


ber of points, some of the apparent conflicts reflect 
the different emphasis executives place on the various 
elements of the problem. The answers came from 
manufacturers who spoke as sellers rather than buy- 
ers of goods. 

The basic elements involved in cash discounts are 
(1) the rate of turnover of accounts; (2) the cost of 
discounts; (3) the cost of collections; (4) bad-debt 
losses; (5) customer good will; and (6) trade prac- 
tices. 


EFFECT ON RECEIVABLES 


The cash discount is primarily intended to hasten 
the turnover of accounts receivable and thus ease 
the seller’s working capital requirements. Most com- 
panies which allow cash discounts feel it accomplishes 
this purpose: 

“The good collection results we obtain constitute the 
justification for cash discounts in our case. We believe 
that discontinuance of the cash discount would result in 
a sizable collection problem for us.” (Chemicals) 


* * * 


“During the war the matter of cash discounts was, of 
course, to a large extent discarded. We have reinstated 
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our procedures in this respect and intend to continue 
them, since we consider cash discounts an excellent collec- 
tion medium and materially contributing to turnover of 
receivables. (Electrical machinery) 

* * * 


“Theoretically, there is no justification for cash dis- 
count. However, we cannot overlook the practical fact 
that in the past cash discount has had a decided effect 
on collections and therefore on capital requirements of 
many businesses.” (Industrial machinery) 

* * * 


“If the terms of payment are set at thirty days net, 
with no inducement for earlier payment, the bills will 
probably be paid thirty days after being rendered. We 
can theorize about the subject all we wish, but unless 
there is some inducement to pay earlier the wholesaler 
will have to increase his working capital in order to carry 
an expanded accounts receivable. On the other hand, if a 
cash discount inducement is offered, payments in less than 
thirty days will undoubtedly be made.” (Coal mining) 

* * * 

“We can only speculate as to what condition would 
prevail if the discount were eliminated, but we are inclined 
to think that, if we sold on net terms, the working capital 


tied up in accounts receivable would be increased by 
50%.” (Paper) 


In contrast, a number of companies have found that 
the cash discount has little effect on the turnover 
of accounts receivable and thus fails in its intended 
purpose. Some executives point out that if a com- 
pany is a good credit risk it will pay on time, dis- 
count or no discount. Poor risks will always be a 
problem. Some of these views are contained in the 
following excerpts: 


“We are somewhat doubtful as to the economic value 
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of the cash discount since most customers, if able, pay 

within our terms, and if unable to do so the cash discount 

does not apparently make much difference.” (Hardware) 
* * os 


“Cash discounts at the present time are not financial 


rewards for prompt payment of accounts.but are more a . . 


reduction in the selling price.of the’ product. We believe 
that the discontinuance of cash discounts would not seri- 
ously affect the collection of our- accounts nor increase our 
working capital requirements.” (Mf iscellaneous metal 
products) 


* & & 


‘We-have found "that, since we have abolished’ cash 


discounts: on most of our products, it has had no great. 
effect on collections, the customer seeming to accept the 


practice without any adverse reaction.” (Clay products) 
A ae 


“On the basis of business as it is now transacted (low 
interest rates paid by banks, etc.) I see no justification 
for cash discounts either in respect to their economic value 
or their effect on our business. It is my opinion that the 
1% cash discount allowed does not expedite payments by 
our customers.” (Abrasives) 


Some companies acknowledged that reducing or 
dropping their cash discount increased receivables, 
but still felt it was a sound move to make. 


“When we reduced our ¢ash discount from 2% to 1% 
the distributor organizations put in a big kick, and their 
trade association secretaries stimulated letters. from all 
of our customers. The customers themselves, some of 

__ them,,. felt strongly about the matter. However, we are 
collecting our bills just as promptly -with the 1% dis- 
count as with the 2%, as shown by the fact that:the total 
amount of our accounts receivable is lower than it has 
_ ever been.” (Hardware) 
abkiret re oe e & #, 
... “At the time we. discontinued cash discounts and. ex- 
_. tended. the payment date of invoices to thirty days from 
_ date, it was recognized that receivables would increase 
. substantially, thereby requiring additional working capi- 
_ tal. However, the saving effected was substantially, more 
than it would cost us to borrow the additional working 
capital.” (Industrial machinery) 
* e#™ & * 
. “There is no doubt but that.the lack of a cash discount 
will in the future cause our: collections to be’ somewhat 
slower, and, consequently, will place added burden on our 
working capital. To date this has not been significant and 
we doubt whether it would be sufficient to mathematically 
_ justify the resumption of the 2% discount which we 
“ previously discontinued.” (Railroad equipment) 


EFFECT ON GOOD WILL 


The question of customer good will is dependent 
upon the reaction of buyers to a reduction or discon- 
tinuance of the cash discount. The companies that 
have never had cask discounts believe that they have 
no effect on customer relations. Comipanies allowing 
discounts are generally. of the opinion that»any reduc- 


_from the national trade associations.” (Paper) 


tion would create bad will. The experiences of some 
companies which have reduced or abolished discounts 
is given below. 


“The discount was changed on distributor business in 
1947 from, 3%/30 days from date of invoice to 2%/10 


days from date of invoice and there is a possibility of a 
further‘ reduction*on our part. There was a sharply un- 


favorable reaction by our customers at the time of the 
change and what appeared to be-concerted effort to pres- 
sure us to abandon our action and-revert to prior terms. 
However, this pressure has relaxed since the effective date, 
with the customers apparently better understanding our 


eS objéctives.” (Paper) ~ 


* %£ 


“We changed our discount procedure from 2% to 1%/ 
10 days in 1945. With the exception of one or two cus- 
tomers who were opposed, no one crete: (Bubber), 

= * %.  & z 


“Rates fomuerit were 2% and 3%; in hae all rates 
changed to 1%; in May on some sales we went back to 


27. When we reduced: the discount, we were severely 
criticized by paper jobbers and department stores. The 


complaints were part of a national campaign stemming 
*.e * al 

“We allowed a cash discount of 2%/10 proximo for many 

years but since the war have reduced this to 1%/10 days. 

At the time the reduction was made there were a few 


-unfavorable comments but considering the number of 


customers we serve, the number. of comments of any 


kind was not unusual.” (Industrial machinery) 


Le Pe 


“Effective November, 1946, we discontinued cash dis- 


-ecounts. At the same time, we lengthened terms to thirty 


days from: date of invoice. The reaction of dealers to this 
move has been that they would much prefer to have us 


continue the cash discount, but most of them have felt 


no serious difficulties from its being discontinued. The 


' chief reason for their wanting it continued was because, 


in many cases, the discount was not being. passed on to 


‘“customers; therefore, their profit margins were enhanced 


by fairly substantial amounts. We have experienced no 
delay in collecting from dealers under the new terms.” 
Undustrial machinery) 

*€ * * 

“We reduced our cash discount terms to 1%, but later 
reverted back to 2%. In view of existing conditions we 
felt that from an economic standpoint the reduction was 
justified. Our customers violently opposed the reduction 
because of the long-standing industry practice of the 


+ 2% allowance. They also objected ‘because other manu- 


facturers within the industry or in related industries, such 
as pipe manufacturers, who sold the same general line of 
customers, continued their previously existing terms of 


9%? (Heating and plumbing) 


een” eS 


“We attempted to withdraw our cash discount privilege 
on one of our sporting goods lines the past year, but the 
objection was too great and well sustained. So we went 
back to the 2% basis, but adjusted our r selling price, to 
correspond.” (Hardware) 


« rate of discount.” 
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“We changed our cash discount terms from. 2% to 1% 
last December. The only complaints’ we had were from 
the hardware jobbers. They are still insisting that we 
change our terms to 2%, but as this group only represents 

- about 5% of our sales, we are definitely. going to hold 
our ground.” (Hardware) 
* * * 


“We changed from 1%/10 days to net/30 days basis 
just before the war. There was no serious reaction on the 
_ part of our customers as a result of it. Wholesale jobbers 
_ argue about the matter more than other classes of. cus- 
tomers.” (Air conditioning) 

* * * 


“We abolished our cash discount policy in 1941. Al- 
though we had an adverse reaction from some. of our 
customers, particularly in the plumbing and heating trade, 
it was for only a temporary period. Over. the long period 
we are sure that it has not affected our customer relations 
or our volume of business.” (Air conditioning) 

* * * 


“On one of our large items, we attempted a few months 

back to reduce the cash discount from 2%/10th or 15th 
prox. to 4%4 of 1%/10 days. There was no similar effort 
made by other manufacturers. and after being subjected 
to resistance and criticism from our jobbing: accounts, we 
found it necessary to go back to the former basis. Asso- 
ciations for various types of distributing organizations 
-made quite a concentrated drive to discourage any. at- 
_tempt by manufacturers to reduce their cash discount 
allowance. It looks as though their efforts have been 
effective.” (Steel) 


* 


“Several years ago we reduced the cash discount apply- 
ing to two of our lines from 2%/30 days to 1%/30 days. 
The intervention of the war years has perhaps prevented 
our obtaining a true picture of customer reaction, but to 
date we find about the same customers taking the dis- 
. count as before the change. In other words, no appreciable 
_ disturbance resulted from our making a reduction in the 
(Nonferrous metals) 

* * * , 


“We have approximately 7,000 customers who purchase 
hardware from us. We can truthfully say that we have 
~shad only a very few complaints because of lowering the 
* eashsdiscount.” (Hardware) 

* oe % 

“A few years back, we attempted’ to abolish the cash 
discount or to reduce it and we found ourselves in diffi- 
_eulty with our customers.” (Abrasives) 

* * * 


’ *“At the time we abolished our discount we had almost 
- no reaction from our customers. There were several who 
~ objected to it but an exchange of letters explained the 
situation and that small, negligible commotion died down.” 
(Instruments and controls) 


* * Bt sr 


“When we reduced our cash discount terms on some of 
“. our materials to dealers and jobbers from 2%/10th prox. 
' net 30th prox. to 1%/10th prox. net 30th prox., the reac- 
tion was so strong and the competitive situation’ so. acute 
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that within 80 days-we were obliged to restore the original 
terms’ of 2%/10th prox. net/30th prox. On other reduc- 
tions and eliminations of cash discount, particularly on 
sales to users rather than rehandlers of our products, the 
reaction was negligible.” (Building materials) 


BORROWING THE MONEY 


If the avowed purpose of. the cash discount is to 
turn receivables over more rapidly so as to provide a 
company with working capital, the question arises 
how much should one pay for these funds. The strong- 
est argument against current cash discount terms is 
that they represent too high a price to pay for work- 
ing capital at a time when there are record low money 
rates. Many exécutives, even those whose companies 
allow discounts, were outspoken on this point. 


“From a purely economic point of view,. we do not be- 
lieve that there is any justification for the cash discount 
because any measurable cash discount given-over a ten-day 
period is equal to a very unreasonable interest rate. There- 
fore, from an economic point :of view it-is much cheaper 
to borrow money for. working capital than to reduce the 
total working capital required through the giving of a.cash 

.. discount.”.. (Railroad: equipment) mee 
* * = * 

“There is little jasbBeation for offering a eash 1 
especially at this time with the low interest rates in effect. 
Terms of 1%/10 days. net. 30 days are the equivalent, to 
18% a year. These terms are absurd, and in most in- 
stances are considered by the purchaser as a price reduc- 
tion rather than a premium allowed him for paying the 
invoice at an earlier date.” (Chemicals) 

* * * ‘ 

“A 1% or 2% discount for payment within ten days 
instead of the usual thirty days constitutes very expen- 
sive financing; 7.e., from 20% to 40% per annum. We 
can borrow money a lot cheaper than that and finance 
our customers” accounts for the slightly longer collection 
period involved.” (Air-conditioning equipment) 

* * * 


“From an economic standpoint there is no justification 
for allowing a discount of 4% or more to obtain in ten 
to twenty-five days which would be due on a’ net basis in 
thirty days. At current interest rates the equivalent work- 
ing capital can be obtained on bank loans at a fraction of 
the cost: However, there is a distinct psychological advan- 
tage, inasmuch as ‘a customer with limited cash funds 

will. giye -priority. to _:payment of invoices subject to dis- 
count, and if necessary take more than thirty days to ‘pay 
net invoices.” (Nonferrous metals) 
* * * 


_. ‘So far as we can see, the. only justification for. cash 
discounts would be. a faster turnover of: working capital. 
We do not feel that the turnover would be speeded suffi- 
ciently to offset the discount involved. “= eae, ma- 
chinery) ae 


COLLECTION COSTS AND BAD DEBTS 


Supporters of cash discounts express the view. that 
any saying made through the abolition or reduction 
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of the discount would be offset by increased cost of 
collection and by bad debt losses. Others feel differ- 
ently. 


that is paid for working capital obtained in this manner.” 
(Electrical machinery) 


BAD-DEBT BAROMETER 


“We believe that the companies which customarily dis- 
count their bills are efficient companies which operate on 
a businesslike basis and handle all their transactions 
promptly. We presume that they would pay their bills 
just about as promptly if there were no discount to be 
considered. To be sure, it is an inducement which may 
speed up payment by some companies, but we believe they 
are in the minority. We believe that most companies 
value their credit ratings very highly and will do nothing 
to jeopardize them.” (Machine tools) 

* * * 


“The argument that cash discounts help credit control 
seems spurious. When a customer’s credit becomes so 
shaky that losses from bad debts are likely to develop, he 
is first going to pass up his cash discounts anyway. Thus 
in the long run it seldom makes much difference whether 
the terms of sale allow for a cash discount or not. There 
would be some sense to it if this 1% or 2% were allowed 
for a true cash transaction. But the so-called cash dis- 
count is actually granted on open account sales, usually 
a ten-day period. Hence the credit risk still exists, as well 
as all the paper work and collection problems which are 
connected with regular open account transactions. It may 
make sense to offer a cash discount for true cash sales in 
retail establishments, as compared with credit terms on 
charge accounts.” (Air-conditioning equipment) 

* * * 


“It is easier and better business procedure to operate a 
good credit and collection department and see to it that 
customers’ accounts are paid on approximately the due 
date.” (Air-conditioning equipment) 


* * * 


“It may presumably be admitted that with the present 
cost of money a cash discount is not justified. Its total 
abolishment, however, may tend to bring about heavier 
bad-debt losses and an increased cost of carrying some- 
what larger receivables.” (Nonferrous metals) 

* * * 


“We believe that the elimination of cash discounts would 
tend to cause many buyers to be careless in their method 
of payment. It would encourage laxity.” (Rubber) 


* * * 


“Cash discounts are justified as an incentive to the 
customer to pay his bills and to offset in part the cost of 
collecting accounts that otherwise would be delinquent 
if no cash discounts were allowed.” (Petroleum) 

* * * 


“Generally speaking, the customer who takes the cash 
discount would pay on regular terms anyway. We there- 
fore pay 1% for approximately twenty days prepayment, 
or 18% per annum for money, and there is no saving in 
collection costs which would begin to compensate for this.” 
(Petroleum) 

* * * 

“We find that with a proper control of credit and a 
proper supply of working capital, cash discounts are un- 
economical. This is because of the tremendous interest 


One uncontested advantage of the cash discount is 
its value as a barometer of credit risk. Several execu- 
tives report that the cash discount has been a mate- 
rial aid to their companies in reducing bad-debt losses. 


“Cash discounts bring about a natural line of distine- 
tion between the best accounts and fair or poor ones, all 
of which makes us favorable to cash discount terms.” 
(Office equipment) 

* * 

“We are very much in favor of having a cash discount. 
We find that it stimulates people to pay promptly and 
also it gives us a very good check as to the quality of the 
credit risk. We are cautious about extending too much 
credit to any company that does not take advantage of 
the discount. We have picked up much information and 
saved many thousands of dollars by making more careful 
investigation of companies that are not discounting their 
bills. Another thing is that when companies who have 
been continually taking the cash discount suddenly be- 
come slow in payments we immediately check to see what 
is happening.” (Machine tools) 


CUSTOMER GOOD WILL 


One would normally believe that cash discounts 
would be a harbinger of good will. This is not always 
the case. In fact, arguments over the taking of cash 
discounts have caused some companies so much un- 
pleasantness that they have eliminated them in the 
interest of promoting harmony. 


“We find that the good payer always took his cash 
discount and the poor payer did not take it. We also 
found that we became the subject of many controversies 
because someone had failed to take a discount, ete. We 
would not go back to giving a cash discount; it’s paying 
too much for the money and it causes too much trouble.” 
(Industrial machinery) 

* * * 

“While some customers pay first the bills subject to 
cash discount, it was our experience years ago that we 
had too many arguments with customers who deducted 
for a cash discount after the expiration of the discount 
date.” (Petroleum) 

* * * 

“Our experience in years gone by when we did give dis- 
counts was that this was a pretty expensive way of ob- 
taining prompt payment for our product. Many custom- 
ers would take this discount even though the period for 
allowing it had expired, necessitating a great deal of corre- 
spondence and frequently customer dissatisfaction. We 
have found we can operate very well without the cash 
discount and do not believe it is a sound practice to offer 
it.” (Office equipment) 

* * * 

“Our experience indicated that cash discounts were 
always subject to abuse and a source of continual corre- 
spondence. With the elimination of cash discounts, which, 
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after all, had been considered in the selling price of the 
product, we were able to avoid a considerable amount 
of correspondence on discounts deducted after the discount 
period.” (Electrical supplies) 


THE COLLECTION PROBLEM 


A few companies report that the amount of the 
discount is not as important to rapid collection as 
the fact that some discount is allowed. In the opinion 
of these companies, buyers classify bills into discount- 
able bills and net bills. The former get preferential 
treatment regardless of the amount of discount paid. 


“There is undoubtedly a psychological value in a cash 
discount because many people have figured out that 2%/ 
10 days is a very high rate of interest and in certain com- 
panies the taking of a cash discount amounts almost to a 
religion. There is no question but what the allowance of 
a cash discount makes for much sharper collections. But 
in most cases ¥% of 1% would be just as effective in bring- 
ing in a remittance as 2%/10 days. In other words, with 
most companies all ‘discount’ invoices are tossed in the 
same hopper and get approximately the same treatment. 
(Automotive equipment) 

* * * 


“As for the general economic value and effect of cash 
discounts, a discount is an incentive to our customers to 
pay their bills promptly. Net terms create a negative 
reaction in the customer. Every debtor likes to keep his 
money as long as possible, but if a premium is offered to 
him, you have a more favorable reaction toward the 
prompt payment of the bill. However, that does not 
mean that we could not lower our discount from 2% to 
1% for the great majority of our business and still give 
the customer an incentive to pay on time.” (Chemicals) 


DISCOUNTS AND PRICES 


Many executives point out that the cash discount 
is actually a psychological trick. Its cost is figured 
into the price of the items being sold and there is no 
real saving to the buyer who avails himself of it. What 
really happens, these executives state, is that the late 
payer is penalized by the loss of his discount. If the 
psychology were not so bad, the same effect could be 
achieved by making all prices net and then imposing 
an ‘.terest penalty on late payments. The penalty, 
of course, should be in keeping with current interest 
rates. 


“A cash discount operates more as a penalty against 
late payment and is a device of advantage principally 
where collections are slow. Prices compensate for such 
discount. In our business, collections are not such a prob- 
lem that we need to resort to cash discounts to improve 
them. Furthermore, we believe that the cash discount 
method unfairly penalizes late payment.” (Engines and 
turbines) 

* * * 

“We view cash discount not as a reduction in price to 
cash customers, but rather a penalty imposed upon the 
time buyer. It seems perfectly in order to ask the time 


buyer to pay interest on his deferred payments, but it 
seems entirely unfair to ask him, in addition, to pay 1% 
or 2% more for an item than a cash customer would pay. 
The penalty is even more pronounced if he pays one third 
or one half down, yet receives no cash discount on the 
down payment. By removing this penalty and offering to 
sell goods at lower list prices, we believe the market is 
broadened by keeping the cost within the reach of at 
least a few more customers.” (Industrial machinery) 
* * * 


“We believe that in the paper industry cash discounts 
are inappropriately named, since they actually constitute 
a cash penalty for nonpayment within the term period 
rather than a discount for anticipatory payment. In our 
case at least, the selling price of paper is computed with 
allowance made for the cash discount. We believe, how- 
ever, that most of our customers base their resale on the 
cost of the material prior to the discount and utilize the 
discount as an offset to overhead. This is the reason why 
the reduction in terms met with so much resistance from 
the purchasers.” (Paper) 


Because the discount is part of the price, some 
concerns feel that they should be eliminated, prices 
reduced accordingly, and collection procedures made 
more rigid. As a matter of fact, one or two cooperat- 
ing companies lowered prices when they dropped their 
discounts and encountered no buyer resistance. 


THE TREND 


There is a definite downward trend in cash dis- 
counts. In the last few years, over a third of the 
reporting companies have either reduced or abolished 
the discount. Only one company has taken a reverse 
stand. 

There is little likelihood, however, that it will 
become extinct. Three factors stand in the way. First, 
it does, in the experience of many companies, hasten 
collections and reduce bad-debt losses. Second, com- 
petition precludes its elimination in some industries 
unless a majority of leading companies cooperate 
toward this end. Individual companies attempting 
reductions have suffered at the hands of the trade. 
Some have had to reinstate their discounts. 

The third inhibiting factor is trade practice. In 
some industries and trades the cash discount has 
become such a fixed part of operations that confusion 
and resentment surround any attempt at change. 
Examples of how rooted cash discounts have become 
in some quarters are given in the following. 


“When our cash discount rate was reduced from 2% 
to 1% on January 1, 1947, our customers objected. As a 
matter of fact, the objection became so pronounced that 
it was decided to revert back to the 2% allowance. It was 
our considered thinking that a 2% cash discount was an 
excessive premium to allow for payment within ten days, 
and that reduction to 1% would bring in the remittances 
just as promptly. Our actual experience sustained this 
viewpoint. We did not, however, realize that our custom- 
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ers were so unified in the recognition of cash discount at 
certain levels as an established factor of cost. We received 
many letters stating that if the reduction of cash discount 
was an effort to increase profits that we increase our sell- 
ing price and not alter the cash discount. In other words, 
the cash discount at the rate of 2% was almost an estab- 
lished institution.” (Lumber) 


* * * 


“Until 1947 our terms were 2%/30 days net 31, and 
we reduced them to 1%. However, some of the large 
factors in the industry failed to go along, as well as the 
national chains and the cost-plus operators. The national 
chains and the cost-plus operators were keeping the dis- 
count in a separate kitty, and a reduction in discount 
meant a reduction in their earnings. For that reason, we 
had to retract the 1% and settle for a shortening of the 
time from thirty days to fifteen days.” (Paper) 

* * * 


“It was considered that, if the annual profit of a large 
retail establishment was equal to the merchandise dis- 
counts, the store had a successful year. I know of one 
large merchandising outfit operating several large stores 
which, to secure a higher rate of discount, permits the 
manufacturers to add to the normal price of the goods. 
In other words, they instruct the buyers to go out and 
buy terms.” (Floor coverings) 

* * * 

“Some jobbers in our industry use the cash discount 

as their only markup.” (Chemicals) 


* * * 


“Many buying organizations worship cash discounts 
and will fight to the death against their discontinuance, 
even though they know that they are included in the 
cost and price. The thought back of this practice is that 
cash discounts are a source of income to their companies, 
not an element in the cost of their purchases.” (Teztiles) 

* * * 

“Our cash discount pattern has not changed materially 
in recent years. We would prefer to sell all of our products 
net no cash discount, but the cash discount is somewhat 
traditional in this business. We are governed by competi- 
tion and likewise by the habits of many of our distribu- 
tors, such as jobbers and hardware dealers who remer- 
chandise a variety of goods that carry discounts. It is 
difficult and embarrassing for them unless the privilege of 
a discount can be spread over their entire line.” (Abra- 
sives and asbestos) 


It would appear, therefore, that, while cash dis- 
counts will be eliminated in some industries, and in 
other industries will continue to move into line with 
interest rates, a number of trades will hold fast to 
these long-established discount policies. 


PREVAILING TERMS 


Within a few months Tae Conrerence Boarp will 
publish a report on terms and conditions of sales 
which will list the cash discounts being allowed by 
over five hundred companies. In so far as possible, 
the discounts will be analyzed by industry and prod- 
uct group. Replies to this survey reveal that 32% 


of the companies reporting sold all their products on a 
net basis, and that 58% sold at least some of their 
products without cash discount. The most frequent 
terms were 2/10 and 1/10 from date of invoice, each 
of which was allowed on some products by 15% of all 
reporting companies, and 20% of the companies allow- 
ing discounts. 


ADHERENCE TO TIME LIMITS 


Most companies adhered rigidly to their time limits 
on discounts. In most companies, the first time a cus- 
tomer takes a discount several days beyond the speci- 
fied period a letter is written to him explaining the 
terms and pointing out the necessity of making pay- 
ment within the specified period in order to enjoy the 
cash discount benefits. In the case of subsequent 
offenses the company either returns the customer’s 
check with an explanation, or else bills him for the 
unearned discount. 

A minority of companies felt that leniency was nec- 
essary to the maintenance of customer good will and 
were inclined to overlook payments made within a 
reasonable time after the close of the stipulated dis- 
count period. 

A number of companies reported that one of the 
factors contributing to their decision to abandon cash 
discounts was the difficulty and unpleasantness which 
arose from attempting to enforce the discount provi- 
sion. They expressed the view that less bother and 
bad will resulted from the complete elimination of 
cash discounts. 


BASIS FOR SETTING DISCOUNTS 


In response to the query as to the basis upon 
which cash discounts were established, a surprising 
number of executives reported that the origin of their 
discounts was lost in antiquity. They presumed that 
they were once based upon prevailing money rates or 
established in keeping with discounts allowed by 
suppliers. 

Despite the haze surrounding past history, execu- 
tives are quite sure of the basis upon which they think 
cash discounts should be set. The factors which they 
feel are pertinent are: (1) interest rates, (2) sup- 
pliers’ discounts, (3) collection costs, (4) competitive 
situation, and (5) trade practices. Many executives 
believe the cash discount should be in the vicinity of 
the prevailing interest rate. At the same time it must 
be large enough to induce payment, be in line with 
competitors’ discounts and take into consideration 
long-established customs of their wholesale and retail 
channels of distribution. Some balance must also be 
maintained between their own and suppliers’ cash 
discounts. 

Henry E. Hansen 
G. Ciarx THompson 
Division of Business Practices 
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Business Highlights 


IX months ago business was moving along at a 

brisker pace than now. But business sentiment 
then was pessimistic, while sentiment now is mixed. 
Some businessmen are optimistic about “strong de- 
ferred demand,” and “accumulated savings.” Others 
are apprehensive about the decline in industrial pro- 
duction, the drop in the dollar volume of department 
store sales, the leveling off in inventory buying, the 
poor corn crop outlook and the contraction taking 
place in exports. 


PRODUCTION DECLINING 


The Federal Reserve index of industrial production 
(1935-1939=100) has been sliding downhill since last 
April. In March, this index was at 190; by July, the 
index had slipped twelve points to 178. One half of 
this decline occurred over a three-month period. A 
six-point drop occurred in July, the month the miners 
were on vacation. 

During July the index of durable goods production 
fell nine points to 209. Textiles fell ten points, and 
set a 1947 low at 144. The rubber index fell from 216 
to 210, the lowest since December, 1945. Transporta- 
tion equipment production was off ten points. (Sce 


Table 1.) 


The six-point decline within one month’s time re- 
flected the uncertainty of conditions, since no one 
could predict how long the coal mines would be shut 
down. Steel mills confronted with a coal-supply prob- 
lem curtailed operations to conserve coal supplies. 
The Federal Reserve index of iron and steel produc- 
tion fell twelve points during July. Fortunately, the 
coal-mining agreement was resolved quickly, and steel 
production snapped back. 


CARS AND STEEL 


The automotive industry, already plagued with a 
sheet steel problem, curtailed operations when stock 
piles dropped below efficient operating levels. In fact, 
since spring, hardly a week has passed without some 
automobile plant shutting down because of the lack 
of steel. The steel problem still remains unsolved. A 
sheet steel and strip scarcity compelled the General 
Motors Corporation to curtail operation in its Chev- 
rolet and Pontiac divisions during the final week of 
August and over the Labor Day week end. For the 
same reason, other major producers had curtailed 
operations before General Motors was forced to. 

This perplexing steel problem, coupled with work 
stoppages attributable to other reasons, is expected to 


TABLE 1: INDEX OF PRODUCTION 
Source: Federal Reserve 
1935-39 =100; adjusted seasonally 


Total 
tina Industrial] pote! 
inte factures 


Non- 


Durable | gurable 


NS ka abate dee 109 109 109 109 
ye oO... a a ee 125 126 139 115 
LOr Re 162 168 201 142 
(eso, ie a 170 War 192 165 
TOAG WTaNGSTY Fos lea 160 163 166 161 
ESS RYIEREY oh con's, La 'S)ce aba, 53 152 154 138 167 
NIRA NS 55s Sere ns 3 168 173 183 166 
ME si. oe nso 168) 1- 176 slaigo- | 1e4 
cools. <vile cos 159 | 167 | 175 | 161 
UE A eee 170 176 193 162 
2 OG 8 ae 172 177 202 157 
POTTER eee TS rd 184 208 164 
September...............| 180 | 186 | 212 | 165 
Wet OeR EN. |. atkie bo xian: 182 188 214 168 
November. ..... 2.560500. 183 191 214 173 
SP PREERSET A oe pss hie lesa 182 190 Q11 174 
1947 Janaary,.....0.......5..]) 189 196 221 177 
UG Oe oa eee 189 197 222 176 
Vol” re 190 198 225 176 
iin perry, Se EY / 194 922 172 
PAG Ord 625 Gio Cista!. plats 185 191 218 170 
RP osha sip, fsa iasat 184 191 218 168 
loos ns oe 178 185 209 165 
OS TELA sd ee eee 182 ts oe a8 re 
‘Monthly average. aConference Board estimate. 


Trans- i Manu- | Petro- 
portation| Leather, Textile | factured | leum, | Rubber | Minerals 
Equip. products | products | “foods Coal 


103 105 112 108 110 113 106 
145 98 114 113 120 123 117 
245 123 152 197 135 163 125 
232 122 162 149 173 225 134 


220 117 151 154 166 215 141 
199 133 160 160 161 216 141 
209 134 162 156 171 221 137 
245 131 161 153 166 219 104 
239 127 165 145 163 215 115 
238 128 165 139 174 218 139 
241 103 145 150 178 Q11 146 
242 120 163 147 182 221 144 
240 119 168 136 181 234 146 
237 117 169 146 179 234 145 
935 121 174 156 177 243 136 
235 115 164 162 178 252 137 


229 116 172 161 180 247 146 
233 120 173 156 185 246 146 
239 122 172 157 185 239 148 
237 115 166 158 179 234 143 
224 113 164 155 186 220 152 
233 108 154 155 190 216 148 
223 n.a. 144 158 n.a. 210 139 


n.a, Not available p Preliminary 
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TABLE 2: FACTORY SALES OF PASSENGER CARS AND TRUCKS 


Source: Automobile Manufacturers Association 


All Motor Vehicles Motor Trucks Motor Coaches 
Period Exports 
Total Domestic expat Total Domestic Sarde! Total Domestic pas Total |Domestic nite of 
Total Total Total Total 
L940 eres 372,690 353,576 61 309,782 300,670 2.9 62,396 52,413 16.0 512 493 3.7 
T9404 3255 Sean 403,375 382,984 6.1 314,974 306,797 2.6 87,766 75,571 13.9 635 616 3.0 
LO4GLS. 5 sewan neuiaes 257,459 229,875 10.7 179,056 167,051 6.7 77,562 62,051 20.0 841 773 8.1 
1946 January...... 101,867 91,847 9.8 56,367 53,441 5.2 45,033 37,970 15.7 467 436 6.6 
February..... 93,042 81,128 12.8 57,784 54,111 6.4 34,993, 26,787 23.5 265 230 18.2 
March........ 124,003 109,807 11.4 85,810 80,239 6.5 37,666 29,125 22.7 527 443 15.9 
ADT Biss asad 214,350 189,148 11.8 132,631 125,765 5.2 80,771 62,529 22.6 948 854 9.9 
MAY. ce onic « 243,104 219,032 9.9 166,942 158,344 5.2 75,373 59,947 20.5 789 741 6.1 
Tunes si ssa. 201,902 182,282 9.7 141,090 131,284 7.0 60,038 50,247 16.3 174 751 3.0 
JUS Mon tent 297,633 268,093 9.9 209,180 195,158 6.7 87,591 72,102 VT 862 833 3.4 
August....... 346,209 308,233 11.0 247,261 229,083 7.4 97,881 78,283 20.0 || 1,067 867 18.7 
September... . 328,795 296,904 7 232,280 218,645 5.9 95,682 77,501 19.0 833 758 9.0 
October....... 391,727 352,366 10.0 283,586 263,236 ioe 107,166 88,207 i Wy it 975 923, 6.3 
November. ... 371,156 330,619 10.9 269,081 250,379 420 100,929 79,1388 21.6 || 1,146 | 1,102 3.8 
December.... . 375,719 329,044 12.4 266,665 244,931 8.2 107,616 82,774 23.1 || 1,438 | 1,339 6.9 
1947 January...... 347,696 305,244 12.2 246,605 226,695 8.1 99,818 77,434 22.4 || 1,273 | 1,115 12.4 
February..... 373,360 329,447 11.8 267,015 245,081 8.2 105,042 83,276 20.7 || 1,803 } 1,090 16.3 
March......... 421,180 373,372 11.4 301,525 280,018 fa 118,234 92,082 22.1 || 1,421 | 1,272 10.5 
Avril Moers 423,399 376,933 11.0 314,765 291,953 7.2 106,984 83,515 21.9 || 1,650 | 1,465 11.2 
May. unteoe et 382,640 338,535 11.5 284,357 261,240 8.1 96,430 75,696 21.5 || 1,853 | 1,599 18.7 
June ee eect 400,562 359,788 10.2 307,124 284,576 (ee 91,810 73,803 19.6 |} 1,628 | 1,409 13.5 
PUlysse ata 379,251 338,078 10.9 279,631 257,881 7.8 97,814 78,503 19.7 || 1,806 | 1,694 6.2 
Total 
1st 7 mos. 1946...| 1,275,901 | 1,141,337 10.5 849,804 798,342 6.1 421,465 338,707 19.6 || 4,632 | 4,288 7.4 
1st 7 mos. 1947...) 2,728,088 | 2,421,397 11.2 || 2,001,022 | 1,847,444 Mat 716,132 564,309 21.2 || 10,934 | 9,644 11.8 
Average 
Ist 7 mos. 1946... 182,272 163,048 121,401 114,049 Sate 60,209 48,387 za 662 613 
1st 7 mos. 1947... 389,727 345,914 285,860 263,921 wee 102,305 80,616 ee 1,562 | 1,378 


1Monthly average. 


result in a total car and truck production for the 
year of 4.6 million units, instead of 5 million units 
predicted earlier by the industry. 

During the seven months ended July, the automo- 
tive industry assembled 2,001,002 cars as compared 
with 849,804 cars in the comparable 1946 period. 
About 7.7% (153,578) of these cars were sold for 
export in the first seven months of this year. During 
the same period, truck output totaled 716,132 units, 
against 421,465 a year earlier. About one out of every 
five trucks produced carried an export label. (See 
Table 2.) 

Passenger-car output as measured by factory sales 
reached a peak for the postwar period of 314,765 units 
in April, 1947, In July, it was down to 279,631 cars. 
Output of all motor vehicles fell from a high of 423,399 
units in April to 379,251 in July, a decline of 10.4%. 
No impressive improvement in August took place, but 
the industry expects a high pace for production during 
the remainder of the year. Producers plan to turn out 
441,500 units in September. Demand for new cars 
remains intense, and there are few if any signs of a 
letup in sight. 


WHERE DEMAND SLACKENS 
Industries such as rubber, plastics, machine tools, 
alcoholic beverages, to name a few, are feeling the 
impact of contracting demand. The decline in the 
textile group reflects a combination of contracting 


demand and the inevitable return to seasonal operat- 
ing and buying patterns. This trend toward more 
cautious buying is illustrated in department store 
statistics compiled by the Federal Reserve Board. 
The dollar volume of orders outstanding for the 296 
department stores reporting to the FRB amounted to 
$619 million at the end of January, 1947. Outstand- 
ing orders, however, declined thereafter and by May 
of this year had shrunk to $348 million, a decrease of 
45%. Buying recovered in June, and in July reached 
$593 million. (See Table 3.) Outstanding orders were, 
however, still less than one half the $1,074 million out- 
standing a year earlier. Furthermore, the unit output, 
which this dollar volume indicates, is well below one 
half that of a year ago. 


FOOD AND TEXTILES UP 


Seasonal increases in textile buying promise to 
stimulate production of these soft goods in coming 
months. Many retailers did not place orders in the 
early months of this year because they expected prices 
to decline considerably. Orders were subsequently 
rushed through when the predicted price decline failed 
to materialize. 

Production of food products and textiles turned 
seasonally upward and lifted the manufacturers’ new 
order index for nondurable goods (average month of 
1939=100) to 228 in June,! or within one index point 

See table on p. 262 
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of the February, 1947, peak. The durable goods 
index rose thirteen points to 269. In general, new 
orders had been contracting since last February. Any 
examination of gains, however, should be tempered 
with the realization that price increases distort the 
magnitude of dollar volume gains. Gains in new 
orders in the iron and steel groups, for example, can 
be distorted easily because of price increases enacted 
by the steel industry during July. 


CONTRACTION IN EXPORTS 


Suspension of convertibility of sterling within less 
than a month after it became effective brought the 
British situation to a head rapidly last month. Soon 
after July 15, when sterling could be converted into 
dollars for current transactions, a virtual run for dol- 
lars developed. About $237 million was drawn down 
in the six working days ended August 18 and only 
$400 million of the $3.7 billion now remains in the 
account. 

Fewer goods will be bought from this country and 
purchases here will consist of necessaries. Even food 
shipments are being cut back. 

What impact the new British policy will have upon 
business here is not clear. Some expect business to 
slide further downhill. Others regard a contraction 
in business as a favorable development which will be 
to our advantage over the long term. 

About one third of our exports was sold to the Brit- 
ish Empire during the five months ended May, 1947. 


Table 3: Sales, Stocks and Outstanding Orders 
at 296 Department Stores 


Source: Federal Reserve 
Millions of Dollars 


Sales Stocks Deistending Ratio of 
Period Total for sartiga 


Month 
End of Month Sales 

ges Average 
Wot) 128 344 rin 2.7 
1 4 . Sea 136 353 108 2.6 
(UA ae 156 419 194 2.7 
EAR oie 5 io Sad oa 318 714 907 232 
1946 January.......... 224 491 899 2.2 
Rebruary. =... 5... 239 533 979 2.2 
Ag ore 301 583 971 1.9 
PARR Bye lata 319 644 910 2.0 
WTC basr sts: staat ae 304 674 934 2.2 
i a 304 700 1,048 2.3 
MRA Fie a sssccle 3. 244 135 1,073 3.0 
A GSkl Mersi cheats 303 806 1,012 2.7 
September........ 309 828 960 2.7 
ODED. <. isjac.s ss = 341 879 845 2.6 
November........ 404 919 691 218 
December......... 526 776 557 1.5 
1947 January.......... 256 769 619 2.0 
February......... 250 838 603 3.4 
March 332 865 485 2.6 
oe i ee 321 849 387 2.6 
ee 332 810 348 2.4 
‘fe eo ee 304 769 471 2.5 
July 252 729 593 2.9 
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Table 4: Exports of Finished Manufactures 


Source: Department of Commerce 


June May June 
1947 1947 1946 


1939 
Monthly 
A 


verage 


Cotton cloth, duck and tire 
fabric (million sq. yds).... 
Synthetic textiles (millions of 


125.2 146.7 68.3 30.6 


dollars) pein seta. tee $ 21.9 | $ 28.3 |$12.4|$ 1.2 
Industrial machinery (mil- 

lions of dollars)...... $109.5 | $145.3 | $ 83.8 | $ 24.3 
Electrical machinery (millions 

of dollars). . $ 48.2 | $ 55.7] $ 25.3 | 8 8.6 
Office appliances ‘(millions of 

oars) sess Coats ee ee $ 6.5 |%$10.6/]8 3.9]$% 2.4 


Agricultural machinery ‘ond 


lions of dollars). . $ 27.6 | $ 31.2 | $12.0] 5.7 


Motor trucks and buses .. 21,163 | 31,266 | 15,696 9,555 
Passenger cars. 21,399 | 27,906 6,797 | 11,489 
Merchant vessels ‘(millions of 

CLOllATS) Gees. Eke ee et he $41.0) $55.5|%3 4.7/8 .2 


one ies Metta 3,411 2,937 2,229 3,043 
Cigarettes (millions). > oe 2,294 1,094 2,427 563 


This compares with 28% a year earlier and a monthly 
average of 40% in 1939. The United Kingdom ac- 
counted for 25%, or $520.4 million, of the British 
Empire total. On the other hand, our imports from 
Britain totaled only $80 million, or 9% as compared 
with 18% in 1939. During the twelve months ended 
June, 1947, the United Kingdom spent about $1.5 
billion for our products. Food accounted for 25%, 
raw materials 27%, machinery 14%, tobacco 12%, 
food and supplies to Germany 11%, ships 7%, and 
films 4%. 

Our exports to all countries dropped to $1,228.3 mil- 
lion in June from $1,408.4 million in May, or about 
14%. Exports of crude materials increased for such 
commodities as cotton and tobacco, which rose 55,000 
bales and 16 million pounds, respectively. Meat ex- 
ports dropped to 42 million pounds from 61 million 
pounds in May. 

Finished manufactures dropped 17% to $721.9 mil- 
lion from the postwar peak of $869.2 million in May. 
In this group, decreases in rubber, textiles, machinery, 
automobiles and other vehicles were particularly no- 
ticeable. (See Table 4.) 


EFFECT ON HOME MARKET 


The downtrend continues. July exports declined to 
$1,151 million or 7% below a month earlier and 19% 
below the $1,421.8 million in May, the postwar peak. 
Since export demands have prolonged shortages and 
raised prices in domestic markets, a contraction in 
exports could ease some of the pressure at home. Some 
goods, like radios and electrical equipment are espe- 
cially designed for foreign markets, and time would 
be needed to make plant change-overs to domestic 
design. 

Wiu1aM B. Harper 
Division of Business Economics 
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Wartime Population Shifts Remain 


ARTIME shifts in population seem to be prov- 

ing more permanent than many had supposed 
they would. At any rate, no mass reversal of these 
wartime migrations has yet appeared. 

To some extent, the marked wartime state-to-state 
migrations were the result of the establishment of 
large army camps at various points throughout the 
country in which were concentrated large numbers 
of men in training. There were, however, a number 
of marked shifts of purely civilian population. Table 
1 shows the thirteen states with percentage increases 
in civilian population and the ten with the largest 
percentage decreases from July, 1939, to July, 1945, 
the date nearest the end of the war effort for which 
data are available by states. 

Not one of the states with wartime population 
gains (except the District of Columbia, which for pres- 
ent purposes is included as a state) showed a decline 
in population from July, 1945, to the corresponding 
date in 1946. On the contrary, most of them con- 
tinued to gain population, the increases ranging as 
high as 11.3% in the case of California. In all of them, 
including the District of Columbia, the net increase 
from 1939 to 1946 was quite marked, the smallest 
gain being about 9%. The civilian population of the 
country as a whole rose 5.7% from 1939 to 1946. 

A number of states showed marked declines in pop- 
ulation during the war, as may be seen from Table 1. 


Table 1: Changes in Civilian Population 


Source: Bureau of the Census 


Percentage Changes 


1939-1945 | 1945-1946 | 1939-1946 


District of Columbia.............. 25.2 -1.0 23.9 
Californie tok can oi cleok o eonross 23.7 11.3 87.7 
Oregon. setae ccs eae oak Cae 20.6 Ee 34.1 
Washington: ses sckes-snceosesctl ye kone 7.0 26.4 
Arizonai.,c.s4): 5) adem ote a ae eee > 11.6 14.3 27.6 
Nevada. a dvcs fac tea mide lane 9.7 13.6 24.6 
Pioridst. cee 3 vas ne ae oe ee 8.1 13.4 92.5 
WMichGowat secs d7idl i doxhs ces wand 7.7 9.0 17.3 
Maryland... 2yes ck ene rate esc. 6.3 10.7 17.6 
Dtah. caressa hat atebice eat eens 5.9 8.3 14.8 
Conriectiontacs iste lente ones 4.7 10.2 15.4 
Tndinsiny peo orcee a acer se 1.9 8.0 10.1 
Delaware..+52o- ne iestons Ponta 1.4 7.2 8.7 
South Dalkkothisr stud oae« na koe wee -20.1 6.2 -15.1 
Nort Dakota eciat es « obo pn tines -19.8 4.1 -16.6 

WM eiURTIES 5G, ca ios le cin eletah ea eau -19.5 6.8 -14.1 
Tdaho nett. tev we aus e etek ee -13.8 4.8 -9.7 
Okishotia2y . sstebicsistank’ wntee -18.0 8.9 -5.2 
Weak yy cos sss eroed ones ote ae -10.1 6.2 4.5 
Webpage: : Chern ts 5 hare See | SLD 7.0 -3.7 
West Virginia. sc.ss. ccs. 0dh dda. ~9.7 7.1 -3.8 
RalSrNG roa Sh: chsh hs aoa ~9.4 8.7 -1.5 
GORI cops hs hans ere pana eae wer 8.6 8.3 -1.0 


This is particularly true of the relatively nonindus- 
trialized states in which new war plants were not 
located. Here the wartime trend has been reversed, 
but postwar gains were not so large as might have 
been expected during the first peace year. Indeed, 
only in Colorado and Oklahoma, among the ten lead- 
ing war losers shown in Table 1, was the gain as great 
as that in the civilian population as a whole. The 
net loss in these states from 1939 to 1946 is in most 
instances quite appreciable. 

On a regional basis, a pronounced tendency for a 
shift in population toward the west coast of the United 
States has been evident since the 1940 Census. Cali- 
fornia, Oregon, and Washington have led the way 


Table 2: Population Fourteen Years and Over 
for Selected Metropolitan Districts! 


Source: Bureau of the Census 


Change from March, 
1940 to April, 1947 


Metropolitan Districts April, 1947 


Number | Percentage 


New York-Northeastern 


New Jersey.......... 10,233,109 | 9,514,514 | 718,595 
Chicago! Be F645. ae 3,741,430 | 3,648,763 | 92,667 
‘Los Anpeles. xo... cee a 3,146,250 | 2,399,879 | 746,371 
Philadelphia............ 2,683,602 | 2,825,431 | 358,171 
Detwoit: seiseg eset 2,096,670 | 1,792,002 | 304,668 
fn ae) 0) oe Ae 1,984,725 | 1,878,340 | 106,385 


Pittsburghi cece ot 1,635,868 | 1,553,512 | 82,356 
San i Erencece Dane .| 1,590,174 | 1,196,939 | 393,235 
St. Louis. Ss ..| 1,247,400 | 1,103,693 | 143,707 
Baltimore... We Hitdbsteyecathecesspenl 1,012,387 836,498 | 175,889 
Washington, D.C...... 938,948 734,049 | 204,899 
Minneapolis-St. Paul....| 782,327 738,037 | 44,290 
Seattle tio. cni.oceee ee 475,332 380,364 | 94,968 
467,040 427,975 | 39,065 
426,216 341,522 | 84,694 
424,269 485,398 | -61,129 


2 tO OO bot bet CO 
ROM KH NOADHOOCDCOCOCSBDNIOCHHAD 


Portland, Oregon. ...... 
Scranton-Wilkes Barre. . 


i 
_ 


z. 
Atlanta fe... cone ett bose 386,917 848,747 | 38,170 10. 
Birmingham. . 878,366 $11,375 | 66,991 21. 
Rochester, N. ve i 371,870 387,752 | $4,118 10. 
Denver) este cn yee 368,412 806,666 | 61,746 20 
‘Dalits’ 73.2 a ae ee 867,400 802,199 | 65,201 A 
Columbus, Ohio........ 341,161 296,451 | 44,710 15 


Norfolk-Portsmouth- 


Newport News....... 335,862 245,876 | 89,986 36.6 
OM, stu cw 2 a'< steak 331,853 275,589 | 56,264 20.4 
Memphis: 2 0 Ane. 2 313,720 265,383 | 48,337 18.2 
Youngstown............ 301,444 291,977 9,467 $.2 
San Antonio............| $00,084 231,624 | 68,460 29.6 
Toledo Sere ee ck eee 300,016 273,291 | 26,725 9.8 
New Haven............ 278,876 248,937 | 29,939 12.0 
Lowell-Lawrence- 
Haverhill, Mass...... 277,202 267,863 9,339 3.5 
Allentown-Bethlehem- ' 
Easton, Pant. 2:4 a 263,221 257,027 6,194 2.4 
Worcester, io. .<.abacee 245,688 245,528 160 0.1 
Salt Lake a eae lee 176,988 151,931 | 25,057 16.5 
Tulsa... ; 162,498 147,554 | 14,944 eo 


‘Metropolitan A ae include i in addition to the central city or cities, all 
and minor civil divisions or incorporated places having a population of 150 or 
per square mile. 

eEstimate based on sample. 
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among the states with percentage increases in popula- 
tion from 1939 to 1946 of 37.7%, 34.1% and 26.4%, 
spectively. Substantial increases also occurred in Ari- 
zona (27.6%) and in Nevada (24.6%) . 

The South had the smallest increase among the 
regions, with some states experiencing declines in their 
population in the 1939 to 1946 period. Among them 
were West Virginia, with a percentage decline of 3.3%; 
Arkansas, 3.6%; Mississippi, 4.1%; and Kentucky, 
4.5%. Only Florida with a 22.5% increase and Mary- 
land with a 17.6% increase gained substantially. 

Figures in similar detail are not yet available for 
1947, but the Census has issued the results of sample 
surveys of (1) 1947 population by regions and (2) 
population fourteen years and over of larger metro- 
politan districts. These figures tend to confirm the 
general conclusion from the 1946 figures that wartime 
population shifts are not being rapidly erased. They 
_ likewise confirm a westward drift of population which 
was partly obscured by the migrations that took place 
during the war. 

The first of these surveys (only rather abbreviated 
results are as yet available) shows a gain of 25% in 
the West from 1940 to 1947. The gain for the coun- 


try as a whole was 7.9%. Only the northeastern 
states gained as much. 

It is impossible to trace in detail the wartime popu- 
lation shifts among the larger metropolitan districts, 
but a fairly accurate general picture of the situation 
can be developed. From 1940 to 1943, large gains 
were registered by Washington, D. C., San Francisco- 
Oakland, Portland, Oregon, Seattle, Houston, and Los 
Angeles districts. Table 2 reveals that each of these 
areas showed a still larger increase in population from 
1940 to 1947. These latter percentages are based on 
population fourteen years of age and over, but it is 
questionable whether total population changes would 
give significantly different results. 

A number of other metropolitan areas showed pop- 
ulation losses from 1940 to 1943. Among them were 
New York-northeastern New Jersey, Boston, Pitts- 
burgh, Minneapolis-St. Paul, and Scranton-Wilkes 
Barre. Except for Scranton-Wilkes Barre, all these 
now show a gain from 1940 to 1947 (see Table 2), but 
in no case is the gain greater than that of the popula- 
tion as a whole. 

JOSEPH ZEISEL 
Division of Business Economics 


Wages and National Income 


WORKER’S wage is closely related to his net 
contribution to the income produced by his 
industry. As shown in the accompanying table and 
charts, the net income originated by an industry and 
its annual salary-wage have moved in close corre- 
spondence in past years. Industries with the highest 
contribution per employee to our national income 
paid the highest annual salary-wage. Annual earn- 
ings also tended to increase within an industry as the 
amount of net income per employee increased. 

In 1929, each of the four industries—printing and 
publishing, petroleum and coal, machinery (except 
electrical), and automobiles—in which the annual 
earnings per employee working full time were in excess 
of $1,800 had a net income per employee valued at 
$2,500 and more. In contrast, each employee in the 
six industries—tobacco, textile mill, lumber, leather, 
apparel and furniture—paying a salary-wage under 
$1,400 a year originated less than $1,800 of net income. 

The same general relationship persisted in 1939, 
with the exception of the tobacco industry The three 
manufacturing industries in which annual compensa- 
tion for full-time performances was high were petro- 
leum and coal ($1,852), automobile ($1,762), and 
printing and publishing ($1,718). The net value per 


employee was $3,392, $2,544 and $2,090, respectively. 
Other industries in which high income originated per 
worker was accompanied by high annual employee 
earnings were machinery, transportation equipment, 
and chemicals. Employees in industries producing 
relatively low national income per worker continued 
to earn the lowest salary-wage. 

In 1944, employees working full time in nine indus- 
tries received more than $2,517 each, the average for 
all manufacturing groups combined. In all these in- 
dustries, each worker also produced a greater-than- 
average national income. With the exception of print- 
ing and publishing, industries paying a below-average 
annual salary-wage experienced a below-average na- 
tional income per employee. 

These relationships are not so clearly shown in 1946 
as in the earlier years studied. While the average 
annual compensation for full-time work was high in 
the transportation equipment, automobile and elec- 
trical machinery groups, national income per worker 
was low as a result of losses or “dissavings” in the 
corporate share of national income. On the other 
hand, the annual salary-wage in paper and food man- 
ufactures was below past relationships. 

Charts 2 and 3 compare national income per em- 
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CHART 1: INCOME ORIGINATING AND ANNUAL SALARY—WAGE, PER FULL-TIME EMPLOYEE, ALL 
MANUFACTURING AND 20 MAJOR MANUFACTURING INDUSTRIES 


Source: Department of Commerce 
In Dollars 
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Chart 2: Income Originating and Annual Salary— Chart 3: Income Originating and Annual Salary— 
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NATIONAL INCOME AND ANNUAL SALARY-WAGE, PER FULL-TIME EMPLOYEE, IN MANUFACTURING 


Source: Department of Commerce 
In Dollars 
1929 1939 1944 1946 
ati - tional In- i < i = 7 

Gedy National In-| Average | National i) Average | National Ip-| Average [National Ip-| Average 
nating Per Earnin; nating Per Earnings nating Per Earnings nating Per Earnings 

Full-time [Per Full-time | Full-time Per Full-time] Full-time | Per Full-time] Full-time |Per Full-time 
Employee Employee Employee Employee Employee Employee Employee Employee 
POHMVEATUICACEITITIG cor acis « s0-9 aie 8 Oats auadtierd e eysoe 2,111 1,543 1,800 1,363 3,505 9 517 3,293 2,512 
Food and kindred products................. 2,072 1,503 1,940 1,372 3,466 2,044 3,722 2,392 
Tobacco manulactures, .....00. 00. ene yen os 1,779 979 2,875 916 2,730 1,580 3,260 1,798 
Textile-mill products...................... 1,424 1,155 1,036 960 2,399 1,681 3,011 2,037 
Apparel and other finished fabric products. . . 1,606 1,361 1,125 1,025 2,407 1,788 2,864 2,168 
Lumber and timber basic products.......... 1,407 1,172 1,139 956 2,077 1,564 2,451 1,781 
Furniture and finished lumber products...... 1,551 1,398 1,323 1,138 2,433 1,892 2,581 2,203 
Paper and allied products.................. 1,982 1,514 1,768 1,414 3,423 2,254 3,891 2,547 
Printing and publishing.................... 2,569 2,010 2,090 1,718 3,729 2,376 3,948 2,871 
Chemicals and allied products.............. 2,861 1,673 2,911 1,611 4,271 2,608 4,506 2,752 
Products of petroleum and coal............. 7,758 1,844 3,392 1,852 7,218 3,046 6,770 3,180 
[RO DEETORUCES: .5.0.06:4 6.01, 6: eis cess 5 0 /e:a/ebetereneos 2,023 1,597 1,911 1,548 4,117 2,699 4,249 2,826 
Leather and leather products............... 1,624 1,327 1,137 “1,038 2,321 1,831 2,436 2,123 
Stone, clay and glass products.............. 2,013 1,557 1,930 1,359 2,909 2,174 3,175 2,394 
Tron and steel and their products........... 2,447 1,740 1,956 1,549 3,700 2,781 3,361 2,687 
Nonferrous metals and their products....... 2,360 1,665 2,092 1,521 3,829 2,724 3,410 2,710 
Machinery (excluding electrical)............ 2,491 1,827 2,257 1,681 4,124 2,975 3,270 2,843 
Electrical machinery...................+-- 2,019 1,655 2,136 1,601 3,581 2,578 2,658 2,610 
Transportation equipment (excluding autos). 2,113 1,747 2,134 1,667 3,922 3,188 2,816 2,951 
Automobiles and automotive equipment.. ... 2,581 1,813 2,544 1,762 4,109 3,103 3,071 2,796 
PUUUSTICHI MIM GONISHIOR< §oirc05 5 fn ss SA disc tev gcusheveeiem § 2,095 1,568 1,720 1,337 3,147 9,395 2,772 2.439 


ployee and annual full-time employee earnings in the 
furniture and automobile groups, respectively, over 
the period 1929 to 1946. The furniture industry was 
chosen to represent wage-income relationships in an 
industry with low annual compensation; the automo- 
bile industry, high labor compensation. 

Wages tended to increase in both groups as the net 
value increased. In 1929, when national income per 
full-time employee amounted to $1,551 in the furni- 
ture industry, annual earnings averaged $1,398, Dur- 
ing the Thirties, both annual earnings and national 
income were below the 1929 figures. As the per em- 
ployee national income advanced after 1939, the 
annual salary-wage also advanced, topping $2,200 in 
1946. 

Each automobile worker added about the same net 
income and earned about the same salary-wage in 
1939 as in 1929. During the war years, annual earn- 
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Control and Reduction of Wage and Salary Expense. 
By Stanley L. Balmer. The Controller, September, 1947, p. 458. 


Full Productivity and Lower Costs Through Labor and 
Management Understanding. By John H. MacDonald. 
The Controller, September, 1947, p. 450. 


Interpreting the Corporation’s Financial Position to 
Its Audiences—The Need for Understanding. (By 
Frank M. Surface). Trends in Annual Reporting. (By 
Christian E. Jarchow). The Controller, September, 1947, p. 444. 


Or Forfeit Freedom. By Robert Wood Johnson. Garden 
City, New York: Doubleday & Company, Inc. $2.50. 


ings reached a peak of $3,103 (in 1944) and net 
income per employee exceeded $4,100. As _ their 
national income fell in 1945 and 1946, the average 
salary-wage was also lower. 

An important reservation required in viewing wage- 
income relationships is the differences that exist be- 
tween industries in the relative input of the factors 
contributing to net income. In an industry where 
capital investment, for example, is large in relation 
to the other factors of production, wage allocations 
may account for a smaller portion of net income orig~ 
inating than in an industry requiring a relatively 
small capital expenditure, although net income per 
worker may be the same in both industries. Compari- 
sons on a per employee basis also make no allowance 
for variations between industries in the number of 
hours worked per employee. 
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Manufacturers’ Stock 
Slowing Down 


ANUFACTURERS are continuing their accu- 
mulation of stocks but the monthly rate of 
increase is declining. A noteworthy inventory devel- 
opment is continued growth in finished goods (Table 
2). The period of rising prices and shortages of mate- 
rials that characterized the latter part of 1946 ac- 
counted for the accumulation of raw materials and 
purchased parts, while in recent months, as supplies 
became more nearly equal to demand, the accumula- 
tion was centered about finished goods. 
Manufacturers’ inventories at the end of July were 
valued at $100 million over the $22.7 billion, the 
inventory figure at the end of June. Reports from the 
Department of Commerce indicate that this was the 
smallest month-to-month increase in more than a 
year. A slight upward movement in the book value of 
stocks occurred in each of the industries in the durable 
goods group, while, in contrast, the nondurable goods 
group reported a very slight decline. 
On an aggregate dollar value, and on an index num- 
ber basis (taking into account the daily average rate) , 
manufacturers’ sales declined during July. Some com- 


panies indicated that the decline was caused by clos- 
ing for vacation periods. 

In June, the volume of new orders placed with 
manufacturers recovered from the May decline, the 
increase being somewhat larger for nondurable goods. 
Seasonal upturns in the food and textile industries 
accounted for a large portion of the increase, raising 
new orders for the nondurable group to their February 
peak. ; 

Anita R. Kopetson 
Division of Business Economics 


Table 2: Changes in Inventories by Category 
of Fabrication 
Source: Department of Commerce 


Millions of Dollars 


1947 1946 


2nd 1st 4th Srd 
Quarter Quarter Quarter Quarter 


All industries: 


Finished goods........... 653 542 439 419 
Goods in process.......... 375 558 2929 413 
Purchased materials ...... 28 253 705 879 
Durable goods industries: 
Finished goods........... 237 258 165 103 
Goods in process and pur- 
chased materials........ 521 603 479 668 
Nondurable goods industries: 
Finished goods........... 416 284 Q74 316 
Goods in process and pur- 
chased materials........| -118 208 455 624 


Table 1: Manufacturers’ Inventories, Shipments and New Orders 


Source: Department of Commerce 


Item 

inventories, 225 Bvedasienaeaey wile. ctor 228 226 
Durableigoods x. 5... Sy am <cteaarernece anys 255 251 
Automobiles and equipment ............. 322 314 
Transportation equipment (except autos) 980 959 
Iron and steel and products.............. 152 150 
Nonferrous metals and products.......... 187 186 
Machinery, including electrical.......... 839 834 
Nondurable. goodss(02..2) acc. eaten sine ae 205 204 
Chemicals and allied products............ 226 228 
Food and kindred products.............. 1938 199 
Paper and allied products................ 221 206 
Petrdleuni rekining. visas cece ssee aoe. 150 142 
Textile-mill products...............-066- 187 188 
PNIPMGHES. i450. See erie ole a gtttein Pe Rete Reels 292 283 
Durable goodsic hap ees exes caciwepow aac 323 313 
Automobiles and equipment..........-. 285 258 
Transportation equipment (except autos). 674 600 
Iron and steel and products.............. Q71 265 
Nonferrous metals and products.......... 844 865 
Machinery, including electrical........... 398 368 
Nondurable g00dg. i5.0:0:.4 ssn noe Potewaies & 270 262 
Chemicals and allied products.... ...... 265 264 
Food and kindred products.............. 296 281 
Paper and allied products................ 279 QT4 
Petroleum and coal products.......... Ae 258 252 
Textile-mill products................04.: 221 201 
Nawab irdera 256054) Ay utuitu sae so cust ethear ene 243 235 
MCE ILE OMICS ce ota, of 5: ist vial x dln x tee SA 269 256 
Iron and steel and products.............. 301 273 
Machinery, including electrical........... $21 298 
Nondurable goods, ) sw edie ae 00d. ails be 228 293 


1Revised *Figures relate to the end of the month 


Index Numbers, 1939=100 


Percentage Change 
May, 1947 June, 1946 


February January June’ 1947 June, 1947 
229 Q17 213 209 + .9 +31.8 
244 238 232 226 +1.6 +34.9 
$00 298 284 269 +2.5 +387.6 
928 897 860 816 +2.2 +56.5 
145 143 142 140 +1.3 +22.6 
184 184 182 179 + .6 +23.0 
826 $16 306 299 +1.5 +35.1 
203 199 197 195 + .5 +29.7 
222 211 204 199 -.9 +36.1 
201 202 203 206 -3.0 +28.7 
201 196 192 187 +7.3 +84.8 
189 136 183 184 +5.6 +27.1 
188 183 178 177 -.5 +19.9 
288 288 290 QT4 +8.2 +39.7 
$20 $12 $11 292 +3.2 +52 .4 
276 268 267 246 +10.5 |+126.2 
597 547 567 572 +12.3 +26.0 
268 263 256 246 +2.3 +44.9 
871 866 366 335 -5.8 +63.8 
866 864 364 326 +8.2 +56.1 
265 272 275 260 +3.1 +381.1 
278 278 277 264 -.4 +27.4 
282 801 309 291 +5.3 +41.6 
276 268 273 255 +1.8 +34.1 
244 236 229 224 +2.4 +39.5 
209 222 228 213 +10.0 +6.3 
241 249 254 240 +3.4 +13.6 
279 288 295 270 +5.1 +16.5 
308 319 $27 295 +10.3 +35.0 
316 836 844 308 +10.0 -3.0 
219 226 229 222 +2.2 +12.38 


—_ 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1946-47,” page 108) 


1946 Percentage Change 
Tem June, 1947 | July, 1946 7 Months, 
July to to 1946 to 
July, 1947 July, 1947 7 Months, 
5 a ee be sales | se on ba al A Ns le il a lee ae | ale se le 1947 
Industrial Production 
Oe 1935-39=100 lp 178|/r 184 185 |r 187 172 -8.3 48.5] 418.6 
Manufacturing (FRB) (S)........ 1935-89=100 }p 1185/7 191 191 194 177 “Z,1 hire +14.0 
Durable goods (FRB) (S).......|| 1935-89=100 ||p 2209/7 18 218 929 202 4.1 43.5 +931 
SUCAT. Sa SPOS ane ea ee ee 000 net tons 6,572 |r 6,969 7,329 7,043 6,619 -5.7 0.7 +43 .9 
Ler Teil, oh 2 ar eee 000 net tons 4,532 4,810 5,081 4,830 4,705 -5.8 -3.7 +50.1 
SCopper (refined)... cc. ees ns net tons 94,605 | r 103,448 | 108,464 104,430 f| 48,606 -8.5 f 
Lead (refined)..............0. net tons 46,012 45,285 53,822 53,424 $4,029 +1.7 435.2 458.6 
VES a net tons 69,128 70,990 73,970 73,891 59,014 -2.6 +17.1 +18.9 
Glass containers.............. 000 gross 8,840 9,619 10,578 10,358 9,426 -8.1 -6.2 +7.2 
Lister) |e ee ee million bd. ft. n.a. 2,821 |r 2,938 2,732 2,749 —4.0b +2.6¢ +12.9d 
Machine tools!............... 000 dollars p 18,663 |r 24,383 25,791 26,857 29,360 -23.5 -16.5 -6.4 
Machinery (FRB)............ 1935-89=100 |p 268|r 275 273 |r 276 243 -2.5| +103] +942 
Transportation equip. (FRB). .|| 1935-39=100 || p 223 | r 233 224 237 241 4.3 -7.5 5) 
Automobiles, factory sales**.. .|| units n.a. | r 305,943 | r 284,357 | r 314,765 141,090a| +7.6b) +116.8ce] +168.5¢ 
Nondurable goods (FRB) (S)....|| 1985-89=100 |p 165|/r 168 170 172 157 -1.8 +5.1 +5.8 
LOG) Sa a bales 677,489 728,251 827,234 882,880 729,603 -7.0 -7.1 4+3.8 
NV EMUEME CE ite, Sin sosmnla wee million poun nN. ay 64.6 |r 87.5 |)r 60.5 59.9) -5.0b -8.8¢ -1.9d 
RUMMY MITT ois civ heave ve selon million poun 63.0 }r 54.7 59.5 |r 60.1 52.0 +15.2 +21.2 +9.0 
Food prod., mfd. (FRB) (S)...|| 1985-89=100 ]] p 158 | r 155 155 |r 158 150 +1.9 +5.3 +4.1 
Chemicals (FRB) (S)......... 1935-89=100 |p 252}r 250 253 51 235 +0.8 +7.2 +8.0 
Newsprint, North American. ..| short tons _ 479,973 458,031] 486,399 470,812 451,099 +5.9 +6.4 +8.1 
ABE isis, idea x Sts e's % of capacity 93.5 106.0 106.2 105.1 94.0 -11.8 0.5 +3.6 
IPEREXDOAUGS «cre o's fei syaiy aint oe g of capacity 90 101 101 100 89 -10.9 +1.1 +5.3 
Boots and shoes®..............|| thous. of pairs n.a. |p 84,104 |r 36,404 $9,525 44,957, -6.3b —24.1¢ -17.0d 
Cigarettes (small)?............ millions 29,549 29,097 25,068 27,493 25,440 +1.6 +16.2 +5.4 
Mining (FRB) (S).............-- 1935-89=100 |p 139}r 148 162}r 143 146 Ait 4.8] 410.7 
Bituminous coal.............- 000 net tons |} p 39,690 | p 47,800 | p 56,840 41,120 51,350 -17.0 22.7] 4905 
a 000 net tons |}p 4,091 |r 4,609 4,549 4,279 5,263 -11.2 -22.3 -8.1 
Crude petroleum!............. 000 barrels n.a. 5,099 5,083 4,974 4,896a' +1.3b +4.1e +4. 9d 
Electric power’. ..........0000000: million kwh 4,6 03 4,657 4,596 4,656 4,173 -1.2 +10.3 +16.9 
Construction®..................005+ 000 dollars 660,254 | 605,070 | 674,657 | 602,388 | 717,991 +9.1 -8.0 -10.8 
Heavy engineering—Public’........ 000 dollars 54,183 66,317 46,466 60,201 74,965 -18.3 27.7 +7.4 
Heavy engineering—Private’....... 000 dollars 50,664 62,977 56,466 53,417 59,184 -19.6 14.4 -9.4 
Distribution and Trade 
Carloadings, total... 6... 0.6.0.4: thousand cars 849.8 877.6 875.1 820.4 863.7 -3.2 “1.7 +11.3 
Carloadings, miscellaneous™........|] thousand cars 874.5 386.3 380.9 384.9 366.0 -3.1 42.3 9.4 
Retail trade (NICB) (S)........... 1935-39 = 100 na. |p 291.5 291.6 288.3 233. 4a g 4+24.9¢| +495.6d 
Department store sales (S)......... 1935-39=100 |i p 287 r 289 291 276 273 -0.7 +5.1 +8.8 
Variety store sales (S)............. 1935-39 = 100 n.a.|p 192.7]}r 194.9 205.4 185.6 -1.1b +3.8¢ +7.0d 
Rural retail trade (S).............. 1929-81 =100 n.a. |p $15.8 $18.6 334.6 267 .2al 0.96} +18.2c] 415.94 
Grocery chain store sales (S)®....... 1935-39 =100 na. |p 314.8 313.0 $18.8 213.3: +0.66 +47 .6¢ +43.1d 
Magazine advertising linage........ thous. of lines 3,377 3,413 4,332 4,703 3,870 -1.0 -12.7 2.9 
Commodity Prices 
All commodities (BLS)®............ 1926 =100 p 150.0]}p 148.0]r 147.1 147.7 124.7 +1.4 +20.3 +81.4 
RSW MMGCCTIAIS. keane ere es 1926 = 100 p 164.7} p 160.2 158.6 160.1 141.7 +2.8 +16.2 +27.8 
Semi-manufactured articles....... 1926 =100 p 147.0|p 145.9|r 144.9 144.5 110.2 +0.8 +83 .4 +41.0 
Manufactured products®..........|| 1926=100 p 144.7} p 142.3 141.7 141.9 118.9 +1.7 +21.7 +82 .3 
Warm products................5; 1926 =100 p 181.4|p 177.9 175.7 177.0 157.0 +2.0 +15.5 +97.6 
IIE Sek ly cee ekladle sales 1926 =100 pr lerek ip? 161.8 159.8 162.4 140.2 +3.3 +19.2 +42.1 
Sensitive industrial (NICB)5........ 1929=100 155.4 149.3 148.2 153.0. 119.6 +4.1 +29.9| +4486 
Sensitive farm (NICB)®............ 1929=100 208.6 202.9 196.9 195.8 177.4 +2.8 +17.6 +36.5 
LOO SC a ae 1935-39 = 100 n.a. 178.8 177.1 177.2 147.7a) +1.06 +21.1e +21.6d 
Securities 
Total stock prices (Standard & Poor’s)|| 1935-39 = 100 126.0 119.1 115.2 119.3 149.6 +5.8 -15.8 -17.5 
Co si be Ee ere 1935-89 = 100 1317 124.1 119.0 123.1 153.4 +6.1 -14.1 -16.5 
Ooo da Se 1935-89 =100 108.2 97.6 95.1 102.2 158.6 +10.9 -29.6 -$2.6 
PMR LR, nits 1935-39 =100 102.2 100.8 102.0 104.6 127.7 +1.4 -20.0 -16 5 
Total no. shares traded N.Y.Stock Ex.) thousands 31,746 22,676 26,864 29,003 28,602 +40.0 +11.0 —~34.9 
- Corporate bond yields (Moody’s). . .|| per cent 2.80 2.81 2.79 2.78 2.71 0.4 +8.3 +3.6 
Financial Indicators 
Bank debits, outside New York City") million dollars 49,178 49,293 47,459 46,910 45,017 —).2 +9.2 +13.8 
New capital corporate issues........ 000 dollars 483,242 517,009 210,667 375,689 368,802 -6.5 +31.0 +55.4 
Refunding issues................ | 000 dollars 123,226 | 210,657 | 317,498 73,214 | 449,674 41.5 ~72.6 61.3 
Comm., industrial and agric. loans®**| million dollars 11,860 r 11,757 |r 11,891 |r 12,162 8,708 +0.9 +36 .2 n.@ 
Total personal income (S)**....... billion dollars n.a. ) 198.0 |r 191.5 ]r 190.2 173.2a +0.8b) +11.4c} +19.1¢ 
Money in circulation, end of month.!! million dollars || p_ 28,147 |r 28,297 28,261 28.114 28,254 ~0.5 0 4 40.7 


SAdjusted for season variation 1Shipments § *Consumption; cigarette consumption measured by tax-paid withdrawals 3Excludes reconstructed government shoes inclu 
: data rior to 1044 _— 4Average daily ‘Average weekly Pr ; W. Dodge coon feeb News-Record—average weekly —_ 8Grocery and combination chain ciate sales Throws 
r, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, the April 
for All Commodities and Manufactured Products would have been 145.8 and 138.9; May, 145.2 and 138.7; June, 146.0 and 139.2; July, 148.9 and 141.6. 140 centers aJune 
bPercentage change, May, 1947, to June, 1947 cPercentage change, June, 1946, to June, 1947 dPercentage change, 6 months, 1946, to 6 months, 1947 cEstimated 
ypper, duty free throug’ Mant. 1947, all sources beginning April  gLess than .05% n.a.Not available pPreliminary rRevised _—_ *Value as traffic indicator subject to 
tions in length of haul and amount loaded. **New series, Automobile production data discontinued. Earlier data on factory sales available on cone Commercial, industrial 
icultural loans reported by member banks in leading cities revised to increase and improve coverage. Revised data unavailable al to July, 1946. ‘Total personal income, Season- 
justed at annual rates, replaces national income payments. Total personal income is current income received by persons from all sources, exclusive of transfers. Earlier data ayai)- 
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Business Forecasts 


ONSIDERABLE optimism is reflected in the 
G “Statement by the President on the Review of 
the 1948 Budget” released in August. The upward 
revision of the 1948 fiscal year surplus to $4,667 mil- 
lion from the previous January estimate of $202 mil- 
lion resulted in part from changes in outlook. Present 
estimates are based on a continuance of employment, 
prices and incomes close to their present levels 
throughout the fiscal year. Receipts are expected to 
reach $41,667 million, $3,937 million greater than was 
anticipated earlier this year. 

Higher levels of income account for more than half 
of the increase in receipts. The August estimate of 
receipts from direct taxation compares with the Janu- 
ary estimate as follows: 


1948 Estimated 
Budget 2 
1947 Actual —— That, 
1947 1947 
In Millions 
Direct taxes on individuals. ....... $20,408 | $19,120 | $21,195 
Direct taxes on corporations....... 9,678 8,270 8.499 


Similar confidence in the business outlook was ex- 
pressed late in August by Ewan Clague, director of 
the Bureau of Labor Statistics. No business recession 
was in sight, he stated. The slump that had been 
predicted earlier has “been postponed indefinitely.” 
Even if exports dropped drastically, Mr. Clague felt 
that domestic demand would fill the gap. 

However, employment will fall from its present 
high levels, says Robert C. Goodwin, director of 
United States Employment Service, with the normal 
seasonal drop in farming. Nonagricultural employ- 
ment should remain high for the rest of the year. 

Businessmen are looking forward to continued 
good business but are nevertheless cautious. Business 
cannot afford to abandon prudent policies, warns the 
National City Bank of New York. Fear is expressed 
that there is the possibility of “inviting another infla- 
tionary spurt, from which the reaction could be a 
good deal more serious.” 

In anticipation of high levels of income in coming 
months, Standard and Poor’s has released optimistic 
estimates of gross national product, national income 
and components, based on the latest Department of 
Commerce data. Record employment, recent wage 
rises in the coal industry, expiration of restrictions 
on instalment sales and cashing of terminal leave 
bonds are expected to maintain business. Standard 


and Poor’s estimates for 1947 and earlier Department 
of Commerce data follow: 


1947 1946 1939 
In Millions 
Gross national product........... .| 225,000 | $208,679 | $90,426 
National incomé, (75.2.5... 205 oss: 200,000 | 178,204 72,532 
Personal income. :% 22.05. ++ es< vas 194,000 | 177,217 72,607 
Disposable personal income........ 174,000 | 158,428 70,167 


Personal consumption expenditures.| 163,000 | 143,670 67,466 
Personal savings. .....0.. sess eee 11,000 14,758 2,701 


eStandard and Poor’s estimate. 


OUTLOOK FOR FOOD PRODUCTS 


Independent retail grocers in thirty-seven states 
were polled by the National Association of Retail Gro- 
cers on their outlook for business. They ranged from 
operators of stores with an annual volume of under 
$25,000 to $5,000,000. Employment varied from no 
employees to 175, and size of city also covered a wide 
range. Of those polled, 87% expressed optimism as to 
the future of their business while only 7% said that 
the outlook was not promising. General business con- 
ditions, higher prices and increased competition were 
listed by the minority as depressing factors. 

Milk producers, says the Department of Agricul- 
ture, will receive seasonally higher prices from now 
until late fall, but they will be below a year ago. It 
is expected that supplies of butter, cheddar cheese and 
evaporated milk per capita will be substantially above 
last year. 


PETROLEUM PRODUCTS 


Recent upward revision by two independent indus- 
try committees sets consumption of petroleum prod- 
ucts at an all-time high in the first quarter of 1948. 

Highest estimates were made by the Independent 
Petroleum Association of America, with the warning 
that while oil refining capacity is sufficient, extraordi- 
nary measures will have to be taken to transport sup- 
plies to all areas. Compared with 5,321,000 barrels 
consumed daily in 1946, 6,100,000 barrels are expected 
to be consumed daily in the last quarter of 1947 and 
6,250,000 and 6,070,000 barrels, respectively, in the 
first and second quarters of 1948. 

Slightly lower petroleum consumption is antininstas 
by the Interstate Oil Compact Commission. Its gaso- 
line consumption forecast is 2,080,000 barrels daily in 
the first quarter of 1948 compared with 2,200,000 fore- 
seen by the IPAA. Kerosene, distillate fuel oil and 
residual fuel oil estimates are similar. They are, ac- 
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cording to IOCC, 410,000, 1,250,000 and 1,550,000 bar- 
rels daily, respectively. Of 6,165,000 barrels, the daily 
total consumption expected in the first quarter of 
1948, 400,000 barrels will be exported, or 21,000 barrels 
less daily than in the similar period last year. 

The Bureau of Mines has been most conservative 
in its estimate. Its latest forecast, made in June, set 
1947 daily consumption at 5,733,000 barrels compared 
with 5,805,000 barrels expected by the Interstate Oil 
Compact Commission. 


MISCELLANEOUS 


At present rates, railroads foresee a $275 million 
drop in revenue in 1948, the ICC was told when 
application was made for a general freight rate in- 
crease of 17%. With a decrease next year of 16,554 
million ton miles of revenue freight and 5,723 million 
passenger miles of revenue passenger business, freight 
and passenger revenues will decrease $175 million and 
$100 million respectively. The average rate of return 
on investment will drop, at present freight rates, to 
less than 2.5% from the 3.75% expected in 1947. 
“The lumber situation has shown a healthy im- 
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provement during the past month,” says the editor 
of The New York Lumber Trade Journal in the 
August issue. “The recession or mild depression, which 
some weeks ago was inclined to cause all branches of 
the industry considerable concern, just seemed to 
peter out as buyers slowly came back into the mar- 
ket.” They still maintain their choosiness and are not 
at all interested in off-grade material, but they are 
willing to pay a bit more for high quality. 

As for prices of lumber, the Lumber Survey Com- 
mittee of the Department of Commerce holds out no 
hope of a substantial decrease. Increased production 
costs, they claim, “preclude any drastic lowering of 
prices if the present levels of production are to be 
continued.” 

Lower paint prices this sfall seem “increasingly 
doubtful,” according to E. D. Griffin, vice president 
of Pittsburgh Plate Glass Company,.one of the lead- 
ing producers of paint and other finishes. He pointed 
out that demand for paint, varnish, enamel and spe- 
cial finishes still exceeds production. 


Rost Nawicu 
Division of Business Economics 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 
TWENTY-FIVE MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Average | Average 
Actual | Nominal 


Hourly Earnings 


Actual 


ae Hours | weekke Hours per | Hours per 

: Earnings | Earnings Provction Peadactios 
orker Worker 
LUCE $1.189 | $47.20 39.8 41.2 
Uy oe. 1.194 47.64 40.0 41.2 
LV 1.217 48.74 40.1 41.1 
September.......... 1.229 | 49.14 40.0 41.1 
ROI oreo occsre'st nye 1,281 49.79 40.4 41.0 
November. ......... 1.243 50.14 40.4 41.0 
December........... 1.247 | 50.28 40.4 41.0 

1947 January............ 1.268 51.62 40.8 41.0 
Pebrdary iv... 6. 1.279 52.10 40.8 41.0 
[Co 1.285 52.10 40.6 41.0 
PUM « fvsltins 2 <bar- 1.304 52.79 40.5 41.0 
Loi 1.329 53.657 40.4 41.0 
Uni 1.346 54.25 40.3 41.0 

r Revised 


Hourly earnings in June were 1.8% greater than in 
May and 13.2% more than in June, 1946. Since 1929, 
they have risen 128.1%. 

Weekly earnings rose 1.1% from May to June. 
They were 14.9% greater than a year ago and 90.0% 
more than in 1929. 

Real weekly earnings increased 0.5% from May to 
June but declined 0.9% since June, 1946. Since 1929 
they have risen 51.7%. 
| Hours per week were cut 0.2% from May to June. 


~ 
_ 
© 
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DIONE ADUWO,: 


Index Numbers, 1923 =100 


Total 
perce ha Pegiee PR 
Hours 
au 118.2 95.6 209.7 
.8 119.1 96.8 213.2 
38 121.1 98.7 221 9 
‘2 122.7 99.8 226.6 
6 123.2 101.1 230.5 
3 125.8 103.3 237.0 
ok 126.1 108.5 | 238.1 
6 197.1 105.4 246.6 
ats 128.8 106.8 252.2 
2 128.8 106.3 252.2 
a 128.6 105.8 255.1 
2 127.9r| 105.07} 257.8r 
4 127.4 104.3 259.8 


Since last June they have been increased 1.3%, but 
since 1929 they have declined 16.6%. 

Employment declined 0.4% in June. It was 7.8% 
above June, 1946, and 26.1% greater than in 1929. 

Man hours in June were 0.7% less than in May but 
9.1% more than last June. They were 5.1% greater 
than in 1929. 

Payrolls were expanded 0.8% in June and were 
23.9% larger than June of last year. The increase 
since 1929 was 139.7%. Be Piske 
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Survey of Business Practices: 


Excerpts from Replies to Survey of 
Business Practices 


(See article on page 249) 


PRIMARY PRODUCTS 
Mining and Quarrying: Discount Helps Collections 


“The reduction of our discount rate did not cause any 
definite customer reaction.” j 
5 “Generally speaking, we think that cash discounts, par- 
ticularly in the case of our coal customers, are helpful as a 
collection medium. In the case of the small domestic coal 
dealer, particularly where his working capital is limited and 
where there is a ereat deal more of a credit problem, we 
think that cash discounts have the effect of stimulating 
prompt payment and keeping accounts current. In the 
broader economic sense, the writer is of the opinion that 
cash discounts stimulate the flow of money and create a 
quicker turnover, as well as generally encouraging the prac- 
tice of prompt payment of business obligations.” 

“In our opinion any cash discount creates an incentive for 
our customers to pay our invoices promptly. Consequently, 
we dislike to see cash discount terms abolished.” 


Nonferrous Metals: Jobbers Resist Change 


“Our cash discount terms were changed on November 21, 
1946, when we reduced the rate of cash discount offered 
from 1%, which had been in effect for a long time, to the 
present 4% of 1%. There has been no general or notable 
reaction from customers because of this reduction. Any 
criticisms that have been submitted to us have come largely 
from jobbers. The principal objection from the jobber who 
handles specific products has been the claim of inability to 
enforce the lower rate with his customers, owing to the 
variety of products handled with a higher applicable rate 
of cash discount. The customary rate allowed by such job- 
bers on most products is 2%. The prevalent criticism from 
jobbers of general products has been that the change would 
adversely affect collections.” 

“There is no doubt that the offer of an incentive is im- 
portant in expediting the turnover of accounts receivable 
where certain classes of customers are concerned. However, 
we are of the opinion that there is a definite trend toward 
the reduction of the cash discount within our industry.” 


Petroleum and Products: Regarded as Trade Discounts 


“At the time of abolishing a cash discount on gasoline and 
kerosene prior to 1941, we do not recall any particular vio- 
lent reactions on the part of customers.” 

“Cash discount can normally be justified only through 
the need of working capital on the part of the supplier. 
He is willing to give a concession in the way of a discount 
for payment of the bill before the normal period for pay- 
ment. In our case, a substantial portion of sales is not sub- 
ject to discount. We doubt that we would be adversely 
affected if all discounts were removed and are of the opinion 
that the cost of carrying a ten-day account for an additional 
twenty days would be much less than the discount involved. 
We doubt that the economy as a whole would be consider- 
ably affected by the removal of all cash discounts since in 
the final analysis the discount is undoubtedly taken into 
consideration in establishing prices.” 


“In our marketing area, cash discounts have been used 
to encourage prompt and early payment of accounts; how- 
ever, it now appears that cash discounts are gradually being 
treated more as an element of price. This is another reason 
why we have been disinclined to extend cash discounts to 
our other lines of products and have only instituted this 
policy where competitive practice has required it.” 

“Cash discount is, to some extent, an expense for the 
grantor. However, I believe its amount should be and nor- 
mally is taken into consideration in the price structure of 
the commodities sold. It is a source of satisfaction to the 
large number of business firms who take pride in earning 
cash discount and paying their bills promptly. It does act 
as an incentive for the quick conversion of receivables into 
cash. I feel that the cash discount practice is justified by 
the good customer relations and sounder financial conditions 
among smaller business firms that it tends to promote.” 

“Cash discounts in our opinion are neither needed nor 
advisable. In a few cases it means a faster retirement of 
accounts receivable but with the present low interest rates 
it is too great a decrease in realization to pay for an earlier 
payment of invoices. So often those who are in a position 
to take cash discounts pay net promptly upon receipt of 
invoices or statements.” 


Steel Producers: Is a Useful Instrument 


“Twenty-five years ago the cash discount in the steel 
industry was 2% in ten days. This rate of discount resulted 
in a large reduction in sales price and some fifteen years ago 
there was a movement in the industry to reduce the discount 
to 1% of 1% in ten days. It required educational work and 
a diplomatic approach with some customers but on the 
whole it worked out in a satisfactory manner and the 44 of 
1% discount gave the buyer a good return for that period 
on his money. A reappraisal of the discount on today’s basis 
might show a different picture since money is so near value- 
less that there might be some question as to whether there 
should be a discount—except the discount does serve as an 
inducement for many concerns to pay promptly for the 
saving that will accumulate over a period of time.” 

“The amount of cash discount and the time limit, 
established many years ago in our industry, have long 
been obsolete. However, they are so well established that 
they cannot be revised without more uniform concentrated 
effort than has so far been available from industry.” 


Miscellaneous: A Competitive Weapon 


“The amount of discount has been in effect for close to 
twenty-five years without change. Whether it is likely to 
change in the near future is problematical. Our own opinion 
is that the cash discount is obsolete. It is too liberal and is 
too easily used as a competitive factor in attempts to secure 
business. Its only defense is the availability of funds at 
an earlier date and the fact that its abolition would prob- 
ably place an added burden on the working capital of many 
smaller companies.” 

“If no discount were allowed in our industry [lumber 
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dealers], we would expect collection of receivables to be 
considerably slower. As it is today, our monthly receivables 
are practically liquidated in the following month after bill- 
ing. With no discount, we would expect receivables out- 
standing would average three months’ sales.” 


METAL MANUFACTURES 
Air-conditioning Equipment: Not a Substitute for 
Good Financing 


“Concerning our views on the justification for cash dis- 
counts, we express the following observations: 

Tf a business is properly financed, allowances have already 
been made to provide sufficient capital to: 


1. Carry all customers’ accounts for a period of 45 to 60 
days, if necessary. 


2. Carry all inventories necessary according to the cycle 
of production time required to turn out finished goods. 


3. Meet all payrolls accruing during the production cycle. 


With financing of this character, the need for cash dis- 
counts to stimulate the payment of customers’ bills is un- 
necessary. It is easier and better business procedure to 
operate a good credit and collection department and see to 
it that customers’ accounts are paid on approximately the 
due date. Our experience with vendors from whom we buy 
materials and supplies tells us that most firms are gradually 

getting away from the granting of cash discounts as demon- 
strated by the fact that our present cash discount received 
from the vendors is less than % of 1% at this time on total 
purchases, whereas prior to the war it was slightly over 1%. 
It seems to us that the system of giving cash discounts 
started many, many years ago because the majority of 
business concerns at that time were not properly financed 
to carry the volume of business which they were doing and, 
consequently, had to resort to the granting of discounts in 
order to get cash in quickly enough to enable them to carry 
on their business due to their own limited credit or ability 
to borrow sufficient money to adequately finance their busi- 
ness. It is still apparent, of course, that many small busi- 
nesses will continue to grow and use the old method of 
giving cash discounts until such time as their net worth 
becomes of sufficient size to discontinue the granting of dis- 
counts.” 

“We have always felt that a product should be sold at 
the lowest cash price, and that cash discount shows no use 
or purpose either to the manufacturer or to the person pur- 
chasing the material.” 


Electrical Supplies: No Inducement to Large Accounts 


“We have not abolished or reduced any cash discount in 
the recent past, but one of our competitors attempted it 
with very bad reactions from their customers reported.” 

“A cash discount of as much as 2% was allowed on all 
invoicing for many years up to about ten years ago. It was 
abandoned then for all except a few items. There was little 
or no reaction of any kind from our customers.” 

“The allowance of cash discounts may be justified for 
a number of reasons. Our own experience shows that 95% 

_of our invoices are discounted on or before the discount date. 
Another reason for cash discounts, particularly the 5% dis- 
count, is that this is used as a trade discount to some of our 
customers. We are relieved of practically all burden on our 
working capital.” 

“Years ago we granted cash discounts on all our products. 
‘but there did not seem to be any reason to grant a cash 
‘discount on industrial types of products sold to public 
s 
4 
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utilities, large industrial plants, etc. From an overall eco- 
nomic viewpoint, the granting of cash discounts was orig- 
inally for the purpose of inducing a purchaser to pay his 
account promptly so that a minimum amount of cash would 
be tied up in accounts receivable.” 


Electrical Machinery: Prevailing Practice—Net 


“We have not allowed any cash discount for a long time. 
This conforms to the general practices in our industry and 
also minimizes the number of complaints in the accounting 
department. We found in too many instances that ques- 
tions arose relative to adherence to time limit and that the 
situation was generally unsatisfactory.” 

“We have not allowed cash discounts for the last twenty 
years. We find that with a proper control of credit and a 
proper supply of working capital, cash discounts are uneco- 
nomical .owing to the tremendous interest that is paid for 
working capital secured in this manner. With the money 
market and the low rates of interest that can be obtained 
at the present time, it would seem that with proper credit 
control, cash discounts would be unnecessary. We know 
that when cash discount has worked into the standard prac- 
tice of an industry it becomes very difficult to eliminate it 
unless all in the industry eliminate it at the same time.” 


Hardware: Incentive to Pay 


“We should like to discontinue cash discounts on that 
portion of our business where they are now given, but our 
goods are marketed through distributors who give the same 
discount to their customers and are insistent that they must 
continue to do so in order to meet payments to their sup- 
pliers and that any arbitrary action in canceling cash 
discounts would work a hardship on them.” 

“The reaction to a cash discount reduction to manufac- 
turers was quite mild, owing no doubt to the fact that our 
new discount terms were in line with the discount on many 
of their other purchases.” 

“In general, we believe cash discount provides an incen- 
tive for our customers to pay their bills, and that it is a 
sound economic procedure. We are firmly convinced that 
if a universal basis of 10th and 25th was followed in the 
world market, it would prove to be the most satisfactory 
basis.” 

“The practice of cash discounts has become so well estab- 
lished that it would be very difficult to eliminate the prac- 
tice. Cash discount should be considered as a premium for 
prompt payment. Too often it is considered as a trade 
discount.” 

“Our views on the justification for cash discounts are 
positive. The economic value is based upon the time of 
collections. We feel that the abuse of cash discounts has 
come about because some industries, textiles for example, 
have permitted the use of discounts by the sales force 
for competitive reasons and have taken it away from the 
financial division. We feel that cash discounts should rise 
and fall with the credit problem. There have been indica- 
tions from our talks with other industries that the abuses 
have led to covering excessive cash discounts by raising the 
price of the items to include the discount as cost.” 

“We feel that the cash discount should be sufficiently 
attractive so that a customer would rather borrow money 
at prevailing rates than lose the discount. In fact failure 
to take discounts is sufficient reason to cause us to start 
inquiry. We feel that cash discounts do result in prompt 
payment.” 

“Our observation: Advantages to us in allowing cash 
discount (1) Less working capital required; (2) Credit risks 
are reduced (in dollars); (3) Competitive position is im- 
proved or maintained. Disadvantages to us in allowing cash 
discount (1) Directly reduces our profit; (2) Indirectly 
reduces our profit. If the discount deducted could be plowed 
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back into our business, it would increase our profit; (3) 
Discount allowed on our sales exceeds many times the dis- 
count on purchases that we make.” 


Heating and Plumbing Equipment: Sound Economic 
Value 


“We believe that cash discounts have a sound economic 
value. They create an incentive for the prompt payment of 
debts and afford a credit barometer to the seller in the 
event a customer fails to take advantage of a reasonable 
discount allowance. However, an adverse factor is the lack 
of uniformity in discount rates and terms among industries 
in general.” 

“Referring to the last paragraph of your letter, in our 
business, labor and materials represent from 70% to 80% of 
total costs and it is imperative that we maintain rapid 
turnover and prompt payments. We collect 100% of our 
accounts receivable at the end of any given month during 
the ensuing month. Shortening of the cash discount period 
or eliminating cash discounts would undoubtedly place an 
added burden on our working capital.” 

“We never give cash discounts. We consider it a way of 
spending money needlessly.” 

“As to the economic value, a company that is in a posi- 
tion to take cash discounts has a considerable advantage 
over a company that is not in a position to, but I think a 
company with good credit is entitled to this additional 
advantage.” 


Industrial Machinery: Something for Nothing 


“Our discount schedule has remained the same for a good 
many years. We have at various times considered reduc- 
ing or withdrawing altogether the cash discount but have 
refrained from so doing for fear of a reaction from our 
customers which might more than offset any temporary 
benefits gained.” 

“Effective July 15, 1947, the discount rate on machines 
was changed from 3% to 1%. The reduction of cash dis- 
count on machines has not been in effect long enough to 
test reaction, but we do not anticipate any difficulty.” 

“Because of the lack of understanding of the fact that a 
cash discount is a premium for payment within the time 
limit and not a reduction in price, we have had some con- 
troversies in the past with customers who have deducted 
it far beyond the discount maturity date. This has caused 
us to consider the abolition of cash discount but we have 
never been able to bring ourselves to do that because it still 
is a very potent factor in making speedy collections.” 

“Some ten years ago, a few were unfavorable to our 
elimination of a cash discount, but now most of them are 
either reconciled to it or feel that it is a good practice.” 

“As long as customers insist upon believing that cash dis- 
count is something they get for nothing, many of them will 
pay more promptly where a discount is offered. If all busi- 
nesses would join together in telling customers that any 
cash discount offered has been provided for in the price, and 
that obviously 2% for payment in ten or twenty days is an 
unrealistic premium to pay for money, I believe customers 
could be educated to pay promptly without offering a 
discount.” 

“Tt is our opinion that cash discounts at present have 
no economic value as far as our company is concerned. 
With business at the present high level, we have had no 
problem on collection of accounts and for quite a number 
of years have enjoyed a very favorable cash position. It is 
entirely possible, however, that, as our business becomes 
more competitive in the industries to which we belong, our 
present practice of allowing cash discounts may have more 
economic value to us than we believe it now has.” 


“We have always looked upon cash discounts as a valu- 
able means of providing working capital, of which we have 
been short in the past.” 


Machine Tools: Industry Swung Over to Net 


“Many years ago our company’s terms included 4% of 1% 
discount for cash in ten days, otherwise net thirty days. 
This net discount represent the equivalent of 9%. As more 
and more of our sales went into the larger plants, we were 
faced with various requests to allow the discount on the 
10th or 25th or on the 15th or 30th merchandise payrolls 
of the buyer, so we soon found that the discount originally 
given did not gain us the advantage of early payment as 
we had hoped, and constant minor bickering developed when 
refusals were necessary. So we ultimately determined to 
cut out discounts entirely and, frankly, it has made no 
difference in our sales and no difference in our customer 
relationships. We receive our money reasonably soon; cur- 
rently, with state of terms running thirty days net they 
lag forty-five days on the month’s billing.” 

“Some years ago we did reduce the amount of our cash 
discount and there were some complaints, but we put the 
policy into effect and the dissatisfaction evaporated.” 

“We do not allow any cash discount at the present time. 
On May 1, 1947, we changed our terms from 2% ten days 
to net thirty days. We have had no repercussions from 
this move. In fact, we believe it was more or less expected.” 

“Many years ago we had a cash discount on shipments, 
and when it was abolished it seemed to have no appreciable 
effect. It was done, however, at a time of price increase.” 

“The rate of discount has not changed in recent years, 
but we would like to see it reduced in the near future.” 

“Although cash discount is fairly universal we are not 
at all sure that it is justified and at present money rates it 
is a very high price to pay for prompt payment.” 

“After a thorough analysis of this subject, we decided that 
in our particular case a cash discount of 2% ten days was 
exorbitant and not justified, even in light of the added 
burden on working capital. Therefore, we withdrew our 
cash discount.” 

“We see no justification for cash discounts except where 
currency may be passed simultaneously with the transfer of 
goods. They are a bad habit and appear to be getting 
worse. We now find that companies on a five-day week 
looks upon Saturday in the same light as a Sunday or a 
holiday. In other words, if the 10th is on Saturday they 
feel justified in mailing checks on Monday, the 12th.” 


Office Equipment: Keeps Accounts Up to Date 


“Tn 1938 we changed our terms from 2%/ten days, thirty 
days net, to 2% ten proximo. Many of our dealers had 
objected to the 2%/ten days as the shipments were fre- 
quently not received before the payment was due.” 

“A cash discount was in effect at one time, but was dis- 
continued a number of years ago with no appreciable cus- 
tomer reaction.” 

“Standard selling terms in many lines, over a very long 
period, have been and are thirty days net, which causes a 
varied number of due dates on a month’s business. Cash 
discount is a premium allowed for earlier settlement and our 
10 proximo terms bring about a common due date at a 
time in the month when the cash demand is heavy. It is 
true that under present conditions, the money could be’ 
borrowed at less cost than the cash discount allowed but 
this would require more capital in business. Cash discounts 
bring about a natural line of distinction between the best 
accounts and fair or poor ones, all of which makes us favor- 
able to cash discount terms.” 

“Our cash discount as contrasted to the 2%/sixty days. 
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alternative produces, theoretically, an 18% cost of money. 
Naturally, there is no justification for paying this rate for 
funds. However, there is no question that maintaining these 
terms keeps our distributor accounts up to date. This, cou- 
pled with our purchase discounts, offsets our cash discount 
to customers and has had the effect of causing us to ignore 
the cost of cash discount as a problem. It is probable that 
some of our distributors look on this 2% discount as a trade 
discount.” 

“We do not grant a cash discount and have not granted 
one for many, many years. We felt that the policy was 
wrong and not too high a premium should be paid for money 
borrowed, which, in our opinion, is what it amounts to.” 


Miscellaneous: Customers Accept Change 


“We formally discontinued the cash discounts in 1938. 
Later we took the matter up with various of eur customers 
and reduced the price by the amount of the discount. In 
many cases the customers were more than satisfied because 
it saved them a lot of book work.” 

“By having a modest cash discount it is possible to elim- 
inate many petty attempts on the part of some underling 
to secure adjustments of one sort of another to make a 
grandstand play. When it is found that the bill has been 
if the trouble is minor, and it usually is, they forget 
it. 

“We believe there is a justification for cash discounts, 
provided they are taken in accordance with the terms, and, 
as far as the effect on our business, they facilitate the pay- 
ment of accounts receivable.” 

“From a sales point of view there is undoubtedly a cer- 
tain appeal to the buyer in offering a cash discount. This is 
especially true in industries where cash discount has been 
a long established and accepted practice.” 

“We eliminated cash discounts prior to the war. There 
was no serious reaction because in most instances prices 
were adjusted at the time to take care of the discount.” 

“As to the reaction of our customers at the time we 
changed our cash discount terms, it was but natural that 
our customers were not too enthusiastic about it. We did 
receive a comparatively small number of complaints and 
objections. The great majority of our customers, however, 
apparently realized that in considering cash discount as a 
cash discount and not as a sales discount, the premium paid 
for prepayment of the account before maturity was not 
justified by the money rates in effect today. It is very 
evident that on a 2%/30 day cash discount basis (the dis- 
count is not passed along to the consumer), it is good 
business for a retailer in good financial standing, but with 
not quite sufficient capital for this purpose, to borrow 
money from a bank at an interest rate anywhere, say, 
between 3% and 6%, and discount his bills.” 

“In 1939 we reduced the cash discount on one product 
from 2%/10 proximo to 1%, but the reaction of our cus- 
tomers was so unfavorable that within a few months the 
2% discount terms were restored.” 

“Some years ago we gave a cash discount of 2% in ten 
days, but this was abolished during the Twenties, and it 
has been a very satisfactory change. We made it at a time 
when there was a general revision of prices so there was no 
unfavorable reaction on the part of our customers.” 

“There has been no unfavorable reaction on the part of 
our customers since we discontinued the cash discounts. 
They accepted the elimination of the discounts as a fur- 
ther increase in the selling price of our products, which 
most customers were anticipating.” 

“Cash discounts are an important factor in the credit 
system. Customers who always take advantage of the 


discount present no credit problem; whereas those who 
never discount require careful checking.” 

“This question of cash discount has been debated for 
many years and the writer is familiar with its history, but 
it does seem that the only way it can ever be discontinued 
is by some means which will discontinue the discount for 
everybody and in all businesses at the same time. It is true 
that where some give discounts and others do not, those 
who give the discounts unquestionably get their money 
quicker. If these were no such advantages, it would be 
necessary for each one to try to develop a technique of 
his own which would result in prompt collection of accounts 
receivable. It is also true that discontinuing a cash discount 
would place an added burden on the customers’ working 
capital, but if course everybody should provide their own 
working capital in the first place, and the elimination of 
the discount should be accompanied by a reduction in price 
which would be of benefit to the customers.” 

“In our particular industry the amount and time limit 
of cash discounts have been constant for some time. While 
terms of 2% for payment in ten days from date of invoice 
are not too common today, we believe that such terms have 
greatly reduced the turnover time of our accounts receiv- 
able, affording us the use of money that would otherwise 
not be available. This is our most important reason for 
basing our terms as we do. Furthermore, terms must be 
competitive, and we believe if we did not allow cash dis- 
counts similar to others in the industry that we would be at 
a slight disadvantage.” 

“Liberal cash discounts had some advantage years ago 
when interest rates were high, capital was scarce, and 
credits were doubtful in many cases. These reasons do not 
apply at present, at least with us, and we do not sell cus- 
tomers without a good rating.” 

“We believe that the cash discount is justified as it is 
primarily a premium allowed for payment ‘of material bills 
in advance of maturity. It does have the effect of creating 
a more rapid turnover in receivables, and, further, it allows 
the well-managed and financially strong company a pre- 
mium. The amount of discount is at present higher, perhaps, 
than the existing value of money or money rates would 
justify, and as a result we believe that a very substantial 
part of all industrial receivables are paid on a discount 
basis. This creates a more rapid turnover of money.” 

“We have had a number of letters in the last few weeks 
from companies in various industries notifying us that 
hereafter cash discounts were being eliminated. It is quite 
evident that money is so plentiful that the discounts are no 
longer attractive to the seller. The seller evidently figures 
that he will get the money within thirty days and the 
elimination of the discount will allow a better chance of 

rofit.” 
® “We are of the opinion that if a discount is allowed it 
will have to be added to the original selling price. There- 
fore we prefer to quote a net price.” 

“In the heavy goods industry, and in our particular divi- 
sion of that industry, I do not believe that cash discounts 
are feasible. It is obvious that the pricing structure must 
make allowance for the cash discount factor and the cus- 
tomer must realize that it is included in the price. There 
is no question but that a cash discount has the effect of 
speeding up collections, and a company that has eliminated 
cash discounts would undoubtedly have an increased burden 
on the working capital.” 


OTHER MANUFACTURES 


Apparel: Discourages Laxity in Payment 


“Several years ago we did reduce terms on underwear from 
2/10 e.om. to 1/10 e.o.m. At that time there were 
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some few complaints but no complaints of any consequence. 
The change was made at the time to bring our cash discount 
terms more nearly in line with those of competitors and 
with the current interest rate.” 

’ “Tt is our belief that cash discounts are an integral part 
of business method, and prevent laxity on the part of the 
customers in paying their bills. Discount is an inducement, 
of course, to pay promptly, and encourages a customer to 
follow his maturities. Usually the concern that grants dis- 
counts is the first to be paid. “ 

“Incentive in business is, of course, an important factor 
and the offer of discounts originally intended as a premium 
for prompt payment at a certain time, is a further induce- 
ment to so conduct one’s business that the returns may 
afford not only a sufficient amount to meet the invoices 
when due but to earn discounts in addition, which develops 
ability in the conduct of that business. If one merchant 
through study and ability turns his stock three times instead 
of twice, he not only makes the additional profit in an 
extra turnover but he operates on a smaller investment 
which also represents a profit, he avoids markdowns or 
depreciation which represents a loss, his inventory is fresher, 
and the study and care given in this turnover provides cur- 
oe merchandise of a nature that should always be up to 

ate. 


Chemicals: No Customer Reaction 


“The amount of discount has not changed in. recent years, 
but we have moved the bulk of our business up to terms 
of net/10 days which formerly were net/30 days, no 
discounts having applied in either case.” 

“We have abolished the cash discount on many of our 
products in the last six or eight years, and without much 
reaction from our customers.” 

“In recent years many discounts have been abolished. 
A very few customers expressed mild dissatisfaction on the 
elimination of the discount, but this was negligible, and 
resulted in no loss of business.” 

“We have just abolished discounts on all but two of our 
products. It is too soon since this was done to know what 
reaction there will be on the part of our customers.” 

“About the last of our cash discounts were abolished near 
the end. of 1941. When abolishing these discounts, we tried 
to introduce them at times of general price cuts. Conse- 
quently, there were no adverse reactions of our customers..” 

“The cash discount results in prompt payment of invoices. 
It discourages loose bookkeeping which permits invoices to 
accumulate. In many businesses working capital is limited. 
To reduce the cash discount period or eliminate it would 
cause an additional financial strain, in some cases necessitat- 
ing outside support through banks, factoring organizations, 
and so forth, which is definitely costly. Some jobbers in 
our industry use the cash discount as their only markup. 
During this period it is questionable whether elimination or 
partial reduction of cash discount would have a beneficial 
effect upon business. Several firms, with whom we are 
acquainted, have tried it and have gone back to the old 
basis again because of customer reaction.” 

“There has been a trend which is not yet very well fol- 
‘lowed in our own industry of discontinuing the cash dis- 
count. There are few houses who sell on a net basis. It is 
to be hoped that this practice will grow. My own view 
on the justification for the cash discount is that it is not 
warranted when it’s in excess of the going money rate. Obvi- 
ously, 1% in ten days, or any per cent above a very minute 
figure is in excess of the going rates for money. In spite 
of the theory of the cash discount, I believe most sellers put 
a factor in their selling price calculations to cover the, prob- 
able cost of cash discount.” 


“We feel that because of the peculiar relationship of our 
customers (exclusive agencies) we must offer some incen- 
tive for payment of invoices on time. It has been our prac- 
tice to consider the amount of discount allowed in fixing 
our prices. We, therefore, feel that, as a practical matter, 
they have no effect on our net profit.” 

“In my opinion it is a rather moot question as to whether 
a justification for cash discount exists. For a concern some- 
what short of working capital, the granting of a cash dis- 
count to customers and the resulting more rapid liquidation 
of accounts receivable in most cases may be worth the 
amount allowed as cash discount. However, it must be 
borne in mind that if such a concern has a good credit stand- 
ing they probably could provide sufficient working capital to 
carry their accounts receivable for the full term of the 
invoice by borrowing from their banks at a cost which 
certainly would be considerably | below the cost involved in 
the granting of a cash discount.” 

“We belicte that cash discounts are justified and have 
a definite economic value, because (a) they are a means 
of receiving payment earlier than might be expected if net 
terms only were offered; and (b) they act as a control or 
sometimes as a warning signal in extending credit to cus- 
tomers who, for some reason or other, may order materials 
fot shipment over a comparatively short period of time in 
excess of their standard credit limit.” 

“It is our opinion that a discount policy of 1% is suffi- 
cient under today’s operations. We are aware that a 1% 
discount ona ten-day basis is a much higher return than 
one could obtain on any investment at present interest rates. 
We believe, however, that it is important to keep receivables 
turning over as rapidly as possible aiid we expect to con- 
tinue on a 1% cash discount mainly for that reason.” 

“I would personally welcome the abolition of all cash 
discounts and the conduct of all business on a thirty-day net 
basis. However, this is a personal view and one which will 
have to remain personal as long as the industries of which 
we are part continue to give cash discounts.” 

“Cash discounts no longer appear to be justified because 
the price paid for receiving the money twenty days early is 
far too high in view of present money rates.” 


Floor Coverings: Useful Collection Medium 


“Discounts have an economic value in that they are useful 
as a collection medium. By offering a reward for prompt- 
ness, they create a faster turnover of receivables which is 
always desirable.” 

“Tt'seems to me that, in the long run, whatever discounts 
are given are passed on to the customer in the unit price, 
and certainly a worthwhile discount is a considerable induce- 
ment to the customers to pay their bills promptly. The 
other side of the situation is, of course, that when most 
discount terms originated, bank loans were from 4% to 6%, 
whereas today probably 2% would be the figure. This 
means, of course, that under today’s conditions, it would 
be less costly to finance through ‘the banks than it is to 
finance through the customers by offering them induce- 
ments for paying their bills promptly.” 


Food Products: Good Psychology 


“Tn only a few instances have we experienced a iad 
or abolishment of cash discounts.” 

“There have been almost no cases where cash discount 
was reduced or abolished in recent years. After one was 
eliminated no change occurred in collections other than a 
tendency to wait for the thirty-day period instead of taking 
advantage of the ten-day discount period for cash.” __ 

“We recently abolished a cash discount in our liquor 
department without appreciable effect on sales.” — 
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“Our credit department feels that our present cash dis- 
count expedites payment and that without it our. working 
capital position would suffer.” — 

“The most convincing economic argument would suggest 
that they be reduced, since money rates and the stringency 
of credit supplies are lower than before, and the reward for 
prompt payment should not have to be as great. However, 
we are now in a period when sellers might be tempted to 
be very slack, if there were not a trade practice which made 
it advantageous to the customer to keep out of debt on his 
trade accounts. This is not good economics but it may be 
good psychology.” 


Paper and Products: Customers’ Reactions Mixed 


“ “We have made a recent change ‘in the amount of dis- 
counts allowed. Prior to August 1, 1947, our terms permitted 
3% cash discount for payment in thirty days, with custom- 
ers being allowed the privilege of earning discounts if pay- 
ments were received by the 20th of the month following 
covering billings made in the previous month. We gave 


_and are continuing to give study to this problem, recog- 


nizing that the discounts may possibly be decreased in the 
future. Our reduction in cash discount has been made so 


‘recently that there has not yet been an opportunity to 


accurately gauge the reaction of our customers.” 


“On some of our products the discount rate has been 
decreased from 2% to 1% within the last six months. It is 
very probable that the discount terms of 2% remaining on 
some of our products will be changed to 1% in the not too 
distant future. The decrease in the discount terms was 
readily accepted by our customers and without practically 
any opposition. The reduction in the rate was further looked 
upon as being in accordance with the lower prevailing inter- 


est rates as contrasted to the rates of interest prevailing ' 


prior to the New Deal era.” or 
~ “Prior to January 1, 1947, our terms were 2%/10 days, 
net 30 days, from date of shipment, 2%/30 days, net/31 


from date of shipment, and 1% 10 days, net 30 days from 


nile 


date of shipment, depending on product sold. On January 
1, 1947, we changed the terms of sale on all products to 1% 
10 days, net 30 days, from date of invoice. With the major 
portion of our customers, there was no reaction. We believe 
this is because of the national trend toward lowering or 
elimination of cash discount and most of our customers had 
experienced this action before. Some, however, had been 
inspired by associations to combat the change of terms. 
There was not complete uniformity, however, as one group 
objected to the fact that we went from 2% to 1% and 
another group objected to the shortening of the length of 
time from 30 days to 10 days.” 

“The amount of our discounts was changed on March 
25, 1947, from 2%/30 days in the case of white paper, to 
1%/10 days for cash or net cash 30 days. The reduction 
of cash discount and the shortening of the terms of pay- 
ment did not bring forth any appreciable reaction from our 
customers. For many years we have sold container board 


to all customers on terms of 1% for cash in ten days, and 


most of our suppliers offer cash discounts and time limits 
of 1% 10 days also. We feel that the average return over 
a long period of years on capital invested in our paper 
manufacturing facilities (approximately 5%) is such that 
we cannot afford to provide working capital for our cus- 
tomers. In addition, we have found that the credit losses 


suffered by the company when operating under 30 day 


terms have been unjustifiably. high. In our opinion, the 
adoption of shorter credit terms is a constructive step since 
it tends to make our customers carry larger amounts of 
working capital, which will in turn strengthen their busi- 


> 


nesses against a depression, should’ a depression occur.’ 

“In January, 1947, we changed our cash discount from 
3%/30 days to 2%/30 days. At the present moment we 
are studying the situation to see whether or not we want 
to reduce the time limit below 30 days. At this time, we 
are unable to say whether or not we will make such a 
change. In reducing our cash discount from 3% to 2% we 
had a very strong reaction from the paper merchants because 
they had more or less looked on it as a trade discount. Their 
objections are now diminishing because of more acceptance 
of the 2% basis throughout the paper and pulp industry. 
We had little complaint from converters, to whom we sell 
direct. The reason we reduced our cash discounts was due 
to-the fact that practically all of our suppliers have now 
put us on-a net -basis. In addition we find that the cash 
discount no longer serves its original function. The main 
problems in changing the terms have been: 


“1. To offset the loss of cash discount from our buyers. 


“2. To reduce the burden on our working capital as a 
result of these losses. . 


“3. Cash discount has practically outlived its usefulness in 
our sales.” 


“For many years paper has been sold to merchants on a 
basis of 3%/30 days, the time being taken from the date 
of the invoice. Early this year this schedule was reduced 
to 2%/30 days. The reaction from our customers was posi- 
tive and disapproving, but by and large the change has now 
been accepted and we have in no case had any -difficulty 
even though customers were not enthusiastic.” , 

“We would like to abolish cash discounts, but so far have 
been unable or unwilling to attempt it, since we expect 
considerable customer reaction.” 

“A few of the major paper producing companies have 
reduced their discount terms within the past year and it 
is likely that more mills will follow. Our own opinion is 
that cash discount should be eliminated altogether, but we 
are watching customers’ reactions before making any move.” 

“There seems to be no question but that a 3% discount 
or even a 2% discount represents a high price to pay for 
prompt payment of the customer under today’s conditions. 
We believe that cash discounts have their place in the 
economic structure, provided that they are geared to current 
business conditions and particularly if they are not too high 
or extended over too much time. The high price levels which 
have been and are now a part of our business operations of 
today have placed a burden on working capital. Terms of 
payment which are too liberal add to that burden.” 

“Our business as well as our terms allowing cash discount 
have been in éxistence for many years, but we assume that 
the reasons for allowing cash discount today are the same 
as they were when discount terms were established. In 
our judgment they are as follows: 


“1. To minimize investment in accounts receivable and 
thereby increase cash with which to operate the business. 

“9. To reduce losses due to bad debts, 

“3. To minimize cost of credit department. 

“4. To make the financial statement of a business more 
attractive to the bankers by having liquid accounts receiy- 
able. 

“5. To increase the possibility of more business by in- 

creasing the rate of turnover. 
_ “Tn addition they continue to be looked upon as a reward 
or as an opportunity to earn something extra, or something 
which cannot be earned by a competitor not in a discount- 
ing financial position. In addition, it is probably the cheap- 
est credit insurance obtainable and is a warning when any- 
one ceases to discount.” 
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“We feel very strongly as a convertor and paper mer- 
chant that we should not be forced to grant terms in excess 
of what we can earn from our suppliers, but obviously there 
is very little that can be done about it.” 

“Tn practical application from the point of view of the 
vendor, there is value in a cash discount, in that it stimu- 
lates early payments and makes the vendor’s working capi- 
tal go farther. So far as we are concerned, as long as any 
vendors offer a cash discount, we would place a severe handi- 
cap on our selling price, on our collections, and a correspond- 
ing strain on our working capital, if we were to go to a net 
basis. However, if every business in the country were to 
do away with cash discount, we would be at no competitive 
disadvantage in collecting, although in our judgment our 
average period of collection would increase. Such an in- 
crease might, in part, be offset by slower settlement of our 
own suppliers’ invoices.” 

“Tt is our feeling that some cash discount is justified as 
leading toward prompt payment and is helpful in providing 
a warning signal in connection with credits. For many 
years standard terms on most fine papers were 3%/30 
days. It is my impression that these terms arose out of 
early depression days and they were much too lenient com- 
pared with the terms allowed in connection with other 
products. In our opinion as reduced terms become more 
generally effective in this branch of the paper industry, 
healthier business conditions will result.” 


Textiles: Trend Toward Lower Discounts 


“We have not reduced or abolished any cash discounts 
in recent years but have reduced our terms from net 60 
days to net 30 days and have discontinued the privilege 
formerly extended to our customers to anticipate at 6% 
per annum. Reaction to this shortening of terms has been 
favorable. Most of them appreciate that it is in line with 
recent trends.” 

“A few years ago we reduced anticipation rate to 3% per 
annum, but because of technical requirements of OPA were 
obliged to restore the rate to 6%, This was rather unfor- 
tunate, as the 6% rate has no relation to the value of 
money.” 

“When we abolished the cash discount a number of years 
ago, we had no unfavorable reaction from our customers.” 

“A bit of history or background out of which the present 
terms of net 60 days or 2% 10 days (computed from in- 
voice date) arose should be enlightening. About fifteen 
years ago, the prevalent terms in our industry were 6% 10 
days, 60 extra. In other words, up to two months and ten 
days, 6% was allowed on the theory of a cash discount. 
Our somewhat limited research efforts to ascertain the 
origin of this 6% discount brought us back to the Civil War 
when hard money brought a premium for a cash payment 
with the result that we finally arrived at a 6% discount for 
a two months and ten day payment. The terms were finally 
ironed out in our industry during the NRA code days, 
resulting, after lengthy consideration and debate, in net 70 
days or 2%/10 days and these terms have served the in- 
dustry well ever since. There now seems to be some dis- 
position to change them, which may result in the return of 
chaotic conditions should sound principles be departed from 
to obtain some temporary benefit.” 

“By offering a cash discount our bills are paid more 
promptly than otherwise would be the case. The discount 
obviously is taken into consideration in establishing selling 
prices. It is our opinion that where sales are made to rela- 
tively small companies, a cash discount is extremely helpful 
in avoiding past due accounts.” 

“We are not cash-discount minded. However, there are 
times when cash discounts may be used to induce prompt 


payments in order to lessen credit risks. We believe that | 


in our particular business the effect on our customers’ capi- 
tal has been nil since they also operate on similar or shorter 
terms. 

“We do not think there is much justification for cash 
discounts. We do not see that they have any economic 
value; it is one of those things which is done because others 
do it. 

“Where they perform their originally intended function 
of speeding up the collection of accounts, cash discounts are 
sound. It is my opinion that in a great many businesses 
and industries the real justification for cash discount has 
been substantially watered down or eliminated, but the 


practice lingers on. The whole practice of cash discounts is — 


economically unsound.” 

“Were it feasible, I would suggest the elimination of cash 
discount and anticipation as now functioning. These items, 
while appearing to be cash discounts, are really trade dis- 
counts as they are computed in the cost and included in the 
price. It necessitates complicated billing. If a premium is 
to be offered for payment within a certain date, it should 
bear some relationship to the value of money and should be 
computed on a simple basis, such as 4% of 1% of the face 
value of the invoice.” 

“I have never believed that the cash discount was 
too important or that changes in it ought to be regarded 
with great fear. After all, in a business such as ours where 
almost all sales are made to customers who take the cash 
discount it doesn’t make much difference. We provide for 
the cash discount, of course, in our costs, and the most con- 
venient and customary cash discount seems the one to use, 
therefore.” 


Miscellaneous Other Manufactures: Speeds Payments 
of Small Accounts 
“A surprisingly small percentage of the dealers registered 


complaints regarding the slight shortening of terms. This 
is probably due to the fact that these same dealers in most 


cases buy from other industries who have abolished the 


cash discount entirely or reduced the discount.” 
“Presently we are allowing a 1% discount, 10 days e.o.m. 
Up to January 1, 1947, our discount had been 2%, but it 


was at that time reduced to the 1%. The cause for this 


reduction was the fact that quite a few of our suppliers had 
reduced their cash discounts, plus the fact that the 2% cash 
discount was predicated upon the interest rates at a much 
higher level than today. There were quite a few protests 
from our customers, but they all seem to have adjusted 
themselves to it now.” 

“We continue to believe that the cash discount system 
does encourage more prompt settlement for invoices and 
that elimination of such discount will, in the long run, re- 
quire added working capital.” 

“We sell a large amount of our products in small lots to 
small jobbers, distributors and some retailers; and we also 
sell some products to retail customers. Because of this fact, 
we believe that cash discounts are desirable to speed the 
payment of these miscellaneous small accounts. This situa- 
tion does not carry forward to large accounts, and there the 
justification for cash discounts is much more doubtful. We 
would expect that any lessening of the use of discounts 
would be in the field of large purchasers or medium large 
manufacturing accounts rather than in the area of small and 
infrequent purchasers.” 

“Our account turnover is now about the same as it was 
previously when the cash discount rate was 2%. However, 
we do feel we would have been carrying our accounts con- 
siderably longer if our terms of payment had eliminated all 
cash discounts.” 
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